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Introduction 
Mark G. Field 


The problem 


Health care has emerged, toward the end of the twentieth 
century, as a major social, ideological, ethical, political, and 
economic issue. It has almost become a cliché to speak of the 
health crisis of contemporary society, except that the crisis is 
real. It is woven of an almost infinite number of strands: the 
AIDS epidemic, the rise in malpractice suits in the United States, 
the lack of access to care for some members of the population, 
the seemingly inexorable and unstoppable escalation of costs, 
the medical concerns of the growing number of the elderly, the 
increased bureaucratization of hospitals and health services, the 
proliferation of specialties and sub-specialties; the list is endless. 
And all this is taking place at a time of unprecedented success 
and technological achievements in medicine, of the “medical 
miracles,” the victories over previously intractable conditions, 
the spectacular advances both in diagnostic techniques and 
therapeutic modalities, and the vistas of genetic engineering, to 
name but a few. Here again the list is long and growing, as every 
day brings new conquests over pain, disease, and death. Has 
perhaps the success itself led to the crisis? This paradox, this 
contradiction between crisis and success, is made that much 
more poignant by the fact that health and health care are 
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emotionally charged subjects. They touch on life, on suffering, 
on physical dependency, incapacitation, and ultimately on 
death. Just think for a moment of the agonies and the dilemmas, 
indeed the moral, if not legal, questioning that surrounds the 
decisions to “turn the machine off” or “to play God”, that is 
deliberately choosing who is going to live and who is going to 
die. 

It is not surprising, therefore, given the high visibility and the 
importance assumed by the health system today, the power and 
the respect enjoyed by the physician, the role and the costs of 
hospitals, that the whole medical enterprise should find itself 
scrutinized, examined, dissected, analyzed, and attacked by 
critics in academia, in government, in the press, and in the 
legislatures. Skeptical voices are increasingly questioning the 
worth and the utility of the health system, or specific aspects of 
it. Are we really getting what we are paying for, either in fees- 
for-service or in taxes? What about the flagrant abuses, the 
negligence, the callousness of some health personnel, the 
alienative consequences of impersonal technology in a domain 
where human relationships and personal support are of the 
essence? Others argue, statistics in hand, that the health system, 
costly as it is, contributes only marginally to the overall health of 
the population. The spectacular declines in mortality and 
morbidity, for example in tuberculosis, began before the BCG 
vaccine was introduced, and are not primarily due to medical 
advances. More was and could be achieved to improve the 
health and well-being of the population by raising conditions of 
living, particularly for the poor. What is really needed is more 
and better affordable housing for the low-income population, 
increased educational and job opportunities, more wholesome 
nutrition and exercise, less smoking and drinking. These, they 
Say, are noW more important than CT scanners or other fancy 
gadgets of dubious efficacy and limited reach. 

Others go even further, much further indeed. For example 
Ivan Illich, a Catholic priest, in his Medical Nemesis indicts the 
health system wholesale. He maintains not only that the medical 
enterprise is unable to cope effectively with sickness, suffering, 
and death, but also that the physician (and particularly the 
hospital) may be, and often are, dangerous to our health, limbs, 
and life. As someone once said, a hospital is no place for a sick 
person: in a haspital one should be able to defend oneself. People 
would be better off if they stayed away from the medical system 
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altogether. While Illich’s strictures are hyperbolic, and may be 
dismissed as the bitter ruminations of a priesthood that has seen 
the care of the sick and dying slipping through its fingers, and 
thus has an axe to grind, they do have some validity. They also 
remind one of Martin Luther’s theses, in the sixteenth century, 
when he attacked a then powerful and influential institution: the 
Established Church. Luther claimed that it had become bloated 
and corrupt; that its priests abused their monopolistic powers 
and did not provide access to grace and salvation, as they 
claimed and promised; and that man should bypass the Church 
and the priests and establish a direct relationship with God. And 
this is, more or less, the argument of Illich: man should bypass 
hospital and physician and re-establish his direct contact with his 
own health and body, since doctors in most instances cannot 
deliver, and worse, they often inflict iatrogenic damage. It is 
interesting that Illich wrote Medical Nemesis originally in 
Spanish. In that language, the term salud means both salvation 
and health! 

The criticism, the skepticism, the hostility directed at the 
health system and medicine, in the light of dramatic advances, 
are relatively new. They are symptomatic, as I pointed out 
earlier, of the importance and of the power achieved by 
contemporary health care. In the nineteenth century and earlier, 
the physician might be held more as an object of derision and 
ridicule because of his pretensions and pomposity, rather than a 
target of attack. Health care was not seen as a major issue: it was 
small potatoes, indeed. 

There was little the physician could do except provide solace 
and engage in some (hopefully harmless) rituals and manipula- 
tions. Hospitals, the descendants of hospices, were mostly places 
where the poor went to seek shelter and those who were sick 
went to die. Health care took only a very small proportion of the 
Gross National Product and of the active labor force. The situa- 
tion radically changed toward the end of the nineteenth and the 
beginning of the twentieth centuries. The fusion of the thera- 
peutic tradition with the growing availability and application of 
scientific knowledge led to a revolution in the treatment of the 
sick. It strengthened the ability of medicine to deal with illness 
and particularly to prolong life. Infectious diseases, the major 
killer until then, were brought under control. It was only after 
1910 or 1912, as L.J. Henderson remarked, that a random patient 
with a random condition choosing a physician at random had 
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more than one chance in two of benefiting from the encounter. 
But the increased power of medicine was accompanied by an 
inflation of costs (usually expressed as a percentage of the GNP) 
and by the emergence of a series of problems, dilemmas, and 
questions that have no easy answers. As a matter of fact, in most 
instances the answers, if any are to be found, must perforce lie 
outside the realm of science and medicine. These are often 
matters of judgments, of difficult choices, of ethical and 
religious commitments, of legal determinations. And there 
is every indication that research and medical progress, for 
example, in the area of human reproduction, will pose increas- 
ingly difficult questions and choices, legal problems and 
emotional issues, for example, in surrogate motherhood. 

At the same time, as medicine has become more and more 
capable of dealing with a series of conditions that earlier could 
not be handled, there has been in most countries an ideological 
shift toward making access to medical care a right of citizenship, 
available to all regardless of social position, background or 
income. This “democratization” of health care strongly reflects 
the idea that health is such an important component of the 
human condition that it should not, any more, be considered (as 
it had been) a consumer good, a privilege, or even a luxury, but 
as a necessity and a right. (It thus has rejoined, with a time lag to 
be sure, education, which in earlier times was considered a 
privilege of rank and not a universal right.) It was possible, until 
the Second World War, for some to express the idea that health 
care was like a luxury automobile: if one could afford it, so 
much the better. But society did not owe everyone medical 
attention any more than it owed everyone a Cadillac. This view 
about health care has by now disappeared, except among the 
most die-hard conservatives and libertarians. Another reason for 
its disappearance was the realization that health (and healthy 
people) were an important component of industrial productivity 
and military power. But the question of moving from guarantee 
or promise to actual access is a different story. In most cases, it is 
the polity that has made a commitment to the population and 
proclaimed and guaranteed health care entitlement. But no 
government is in the position to create a health system de novo to 
fulfill this pledge. It must attempt to utilize and shape the 
existing system to live up to that promise. In particular, it must 
often deal with a difficult, independent, and recalcitrant medical 
profession that looks upon any government interference with 
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hostility and skepticism. It must arrange, cajole, and sometimes 
use the law to control hospitals that up to that point enjoyed a 
fair amount of independence. 

The major question I wanted to raise was whether these 
phenomena, these problems, these dilemmas were found in 
most industrial-urban societies; and if so, in what manner were 
they formulated and what means had been designed to cope with 
them. Hence the idea of a cross-national approach. I decided 
to ask a group of colleagues from several countries to write 
essays on the nature and the major issues their nations faced in 
this area. 


The approach 


Comparison is at the heart of the scientific enterprise. It permits 
us to examine and evaluate the features of a system by 
contrasting it with another one of the same general type. 
Comparison, therefore, adds a new perspective to an examina- 
tion of the situation and the problems each society faces. And it 
may be instructive. If there is comparative anatomy, physi- 
ology, or religion, why not comparative health systems? 
There are two types of comparative analysis, and they are not 
mutually exclusive. The more common is the horizontal or 
cross-national examination of certain phenomena across the 
board; we examine the same problems and issues in more than 
one country, and we see the differences, the similarities, and we 
learn of the different answers or possibilities in each. This is the 
center of gravity of this volume. There is, however, the other 
comparative dimension: the vertical or historical one. In this 
perspective, we look at the historical development, or the 
evolution of, let’s say, the health system, or the mortality and 
morbidity trends over a period of time. This approach is more 
useful in explaining how things got to be that way in one 
society. But one can combine this kind of approach with the 
horizontal one, and think about the comparative evolution of 
health systems and of morbidity/mortality. For example, is 
there an orderly and fairly predictable march of events, of steps, 
of processes, that one can identify in each national society and its 
health system? Is the process of development systematic? Does it 
resemble the process of increased differentiation and adaptation 
to the milieu that one can see in the physiological realm? These 
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are difficult questions to answer, but we know, for example, 
that the evolution of morbidity usually follows a certain path 
that is recognizable as societies become more modern, indus- 
trialized, affluent, urbanized. We talk of “diseases of civiliz- 
ation,” or better of western diseases, and we relate them to 
changes in our living habits (for example, our decrease in the 
intake of fibers) and alterations in the environment that seem to 
accompany modernization and industrialization. To some 
degree, this affords us a certain amount of predictability: we 
know that as health improves, and as life expectancy lengthens, 
that the rate of cancer and heart disease is likely to increase with 
the aging of the population, and that infectious diseases recede in 
importance. 

I deliberately limited the range of societies to those of the 
industrial type where the questions arise most sharply and tried 
to select societies that are quite different from each other in the 
hope of focussing on the range of variations, as well as the 
commonalities. I also tried to include nations whose health 
systems have not received wide attention, for example Switzer- 
land, Spain, New Zealand, and Japan. The first eight essays deal 
with national health systems (including Scotland, which might 
not precisely fit into that category). The last essay, though 
different in its approach, illustrates the potentially didactic utility 
of the cross-national approach. 

I have attempted to develop a typology of health systems 
which I present in Schema 1, and I have indicated the health 
systems presented in this collection of essays at the bottom of 
each type. The health systems in parentheses are those not 
formally described in the book, but mentioned in the last essay 
as potentially able to learn from experience the United States has 
had with Health Maintenance Organizations. 

I asked my colleagues to be neither strictly descriptive, nor 
prescriptive. In most instances, of course, a certain amount of 
descriptive materials and statistical data were indispensable as 
background data for what was to follow. But what I was aiming 
at were the important problems and unresolved questions. I 
was, of course, interested in these problems not only as they 
affected health care, but also society, in general. And I felt that 
an examination of critical issues was important because they 
were signals that important changes and adjustments would 
likely take place, both in the health system and in the society. 
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Success and Crisis in National Health Systems 


The issues 


In my letter of invitation, I specified some issues. I asked my 
colleagues to use these as springboards for their essays. I did not 
expect each and every one of them to address all the issues, nor 
did I expect them, in any way, to limit themselves to them. 
They were illustrative and suggestive. Here they are: 


l 


ih) 


The question of the evolving mandate of the health system: 
in the course of time, an increased number of conditions 
or problems of modern society have become medicalized, 
whether it be folly, deviance, gambling, obesity, juvenile 
delinquency, and so on. To what degree then is each health 
system affected by this medicalization, and what might be 
the implications? (For example, is medicalization simply 
an expression of medical imperialism, or on the contrary, 
is an increased number of problems being thrust upon an 
often reluctant medical profession such as the determina- 
tion of disability? What might be the consequences in a 
society in which, for example, all crime, all deviance 
would be conceived as an expression of “illness” ?) 

The question of the increased role of the polity in the health 
care system, and the process of re-privatization: is this part 
of a constant dialectical process in which one orientation 
supersedes the other as one fails to produce what is 
wanted, and vice versa? (What conclusions can one make 
from comparing, for example, a complete staticized 
system of the Soviet type, to one like the United States 
where a great deal of private activities take place, to what 
goes on in Britain under Thatcherism, or even in 
Yugoslavia as the latter has tried to depoliticize its health 
system and introduce self-management?) 

The seductiveness of technology and the moral imperative: as 
medicine learns to do more, the physician passes from the 
innocence of ignorance to the guilt of knowledge and of 
the potential. (For example, the invention of renal dialysis 
poses problems that did not exist before when ESRD — 
end stage renal disease — was a verdict of death and the 
physician was helpless, as he is today in facing many 
cancer cases. Closely allied are the questions that the use of 
technology has raised in the area of ethics, law, religion, 
morality, and so on.) 
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4 The question of the mounting costs, or opportunity costs 
(within and without the health system), and the problem 
of rationing. The issue of what proportion of the national 
wealth should be allowed to flow into the health system 
and in other sectors (and how that flow is controlled) and 
allocated within the health system. (How much to preven- 
tive and clinical services, and for what kinds of conditions; 
how much to research, basic or applied and on what areas; 
how much to education and training of health personnel 
and for what mix of such personnel.) 

What can we say of the growing demand for health services? 
Can we determine the “need” for such services, and to 
what degree are both these factors the result of medicaliza- 
tion mentioned earlier, or the fact that an increased supply 
of health services increases the demand for such services? 
(Are both “need” and “demand” culture-bound? Is there a 
natural limit to demand?) 

What can we say about the increasing trend toward 
specialization and superspecialization both among physi- 
cians and other personnel (nurses, for example), the 
increasing proliferation of new specialties (often spawned 
by new technologies), and the problem of integrating, 
into a viable medical product, the increasingly narrow 
outputs of specialists? (Is there a counter-trend discernible 
toward the emergence of generalists, of “specialists in 
generalities”? What can we learn about deskilling, the 
downward transfer of functions, a lengthening hierarchy 
of health personnel, and so on?) 

Closely allied to the issue in no. 6 above is the increasing 
depersonalization or alienation of the patient in an increas- 
ingly technological, differentiated and bureaucratized 
hospital atmosphere. (What then are the implications of 
this trend for the legitimacy of the health system?) 

And as a follow-up, as health care becomes increasingly 
expensive and bureaucratized, what can be said about the 
implications of the application of managerial logic to the 
nature of health care services, and particularly, to the 
problems of the doctor-patient relationship or therapist— 
patient relationship? (To what degree are the emotional 
needs of patients, faced with anxieties and the aleatory 
aspects of illness, increasingly ignored in favor of a 
rational, bureaucratic, and technological “fix”? And if the 
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emotional needs of patients are ignored by health practi- 
tioners, what alternative sources of emotional support will 
patients seek and with what consequences?) 

9 The issue of flexibility: to what degree do health care 
systems provide the necessary flexibility, as well as 
rapidity of response to emergency or extraordinary 
circumstances? It may be relatively easy to vaccinate an 
entire population, but a sudden epidemic for which there 
is nO vaccine or countermeasures readily available may 
pose problems of flexibility and adaptability. (Should the 
health care system become increasingly bureaucratized 
and rigid, how are “special” cases to be handled, those of 
life and death, where the red tape has to be cut quickly?) 

10 The question of the degree of lay control exercised by the 
public in health care systems: from the feminist protest in 
the United States to the various public control boards in 
England and Australia, to the Yugoslav “self- 
management,” to the Soviet claim that “people” are in 
control of their health care system. 


The health system 


The expression “health system” is but a shorthand word, a 
convention, to delineate or to differentiate or to identify the 
totality of formal efforts, commitments, personnel, institutions, 
economic resources, research efforts (both basic and applied) 
that a nation-state or a society earmarks or devotes to illness, 
premature mortality, incapacitation, prevention, rehabilitation, 
and other health-related problems. The word “system” is thus 
used in a fairly loose fashion and does not necessarily imply an 
organized and interrelated structure of activities, but it encom- 
passes, as said earlier, all formal activities directed at health 
problems. The use of this expression thus parallels the view of 
society as a social system. Another possible word would be 
“sector.” Although the delineation of the precise borders of the 
health system is an empirical and definitional task (what to 
include, what to exclude) it is possible to specify, with some 
degree of accuracy and consistency, what it consists of and to be 
reasonably assured that the definition holds across the board for 
different national health systems. 

Philosophically, of course, one might say that practically 
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every aspect of societal life affects health: for example income 

levels, class position, the conditions of housing, nutrition, the 

availability of clean water and of sewers, the transportation and 
communications system. To this, some might add the role of 

families in health care, parallel medicines, medical cults, 

marginal practices, and so on. We might then come to a reductio | 
ad absurdum by stating that the society is the health system. For 
analytical purposes, we must differentiate it from the society it 
serves and proceed accordingly. It should also be noted that the 
approach here is macroscopic, and the unit that we deal with is 
the nation. The nation is the largest sovereign political entity 
extant in the world today, with its own legal system, coinage, 
defense establishment, and other characteristics that make a 
society a nation. Perhaps the exception, as noted earlier, is the 
essay on the Scottish health system which is not a sovereign 
political entity in the full sense of the word. Our basic 
assumption is that any nation must, for its own survival, be 
concerned with the health of its population and with the health 
system mandated to protect that important resource. Indeed, the 
degree of involvement of the polity in that health care system 
will be (and should be) a central element in any comparative 
analysis, as will be an examination of the often dialectical 
relationships between the public (or tax-supported) medical care 
and the private one. 





Social significance of health problems 


I have spoken of health problems; this needs some definition 
which I shall attempt now. By health problems I mean primarily 
morbidity and mortality. These pose a threat to any society in 
that they incapacitate (partially or totally) the ability of the 
individual to perform his or her social functions or roles. A 
mother who is seriously sick is unable to take care of her child. 
Absenteeism caused by illness costs industries millions of dollars 
in lost production. And we know that the illness and the con- 
sequent incapacitation of a chief executive may soon turn into a 
national emergency. My approach thus is that of the much 
criticized functional-structural school. The departure point is 
that the health system, the physician, the hospital have emerged 
because there was a “need” for them. The health system thus 
performs a “function” that answers a perceived need or solves a 
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problem. And to do so, certain types of structural arrangements 
have to be devised for that function to be performed. But 
sickness (and associated phenomena) are not necessarily seen in 
that “functional” perspective, particularly by those who are sick. 
It is an intensely personal and subjective experience, often 
accompanied by pain and discomfort, and an affront to one’s 
self-image and dignity. The first series of problems (incapacita- 
tion for role performance) I would still like to call “functional,” 
the second “expressive.” Health systems are mandated to deal 
with both: societies are more concerned with the first one, 
individuals with the second one. The two constitute the 
“targets” of the system, and can be expressed as the five d’s: 
death, disease, disability, discomfort, and dissatisfaction. To 
deal with these targets, medicine has devised a series of six 
modalities broadly defined as the following: diagnosis, treat- 
ment, prevention, rehabilitation, custody, and health education. 
Health personnel mandated to deal with morbidity (or the five 
d’s), utilizing the above modalities (the state of the art) and 
provided with the necessary supports, attempt to affect, modify, 
eliminate the personal and societal threats posed by the five d’s. 
In one sense, the health system may be defined as a societal 
mechanism that absorbs generalized inputs, resources, or 
supports and metabolizes them into specialized outputs or 
services aimed at the five d’s. 

What then are these “supports”? In order to function, the 
health system must receive from its parent society the following, 
at the very least: 


1 Legitimacy (the degree to which what the health system 
and its practitioners do is considered proper and desirable, 
and supported by appropriate legislation); 

Financial or economic support (the proportion of the total 

national wealth that goes into the health system or the per 

capita expenditures); 

3 Personnel (the number, different types, and characteristics 
of those who formally work in the health system in any and 
all capacity, and the percentage they represent to the total 
active labor force); 

4 Finally, the state of the art, that is the knowledge, 
techniques, and technologies with which health personnel 
attempt to cope with health problems. 
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As we shall see, this last “universalistic” element is easily one of 
the more important sources of dynamism in the evolution in 
health systems, and of tension with the more “particularistic” 
aspects of each society and its culture. In addition, this resource 
is different from the other three, in that it is a cultural one, and in 
a particular way it is infinite, it is not subject to zero sum games. 
The supply of manpower, or financial resources, or even of 
legitimacy, is never unlimited. One dollar invested in the health 
system is not available for investment in another sector of 
society, and hence the need to calculate opportunity costs. But 
once something has been discovered or invented, once a bit of 
knowledge has been added, which did not exist previously, that 
item can be used time and again without diminishing it by one 
iota. When we discover how to deal with end stage renal disease, 
we can apply this knowledge again and again (of course the 
application itself does involve limited resources in manpower 
and money). (See Schema 2 on page 14.) 


Two approaches to the health system 


I would propose two theoretical approaches, not mutually 
exclusive, in drawing some utility from the cross-national 
approach: One is the general idea of “convergence.” This is a 
kind of soft technological determinism. It holds that industrial- 
ism is a universal force that will lead to the increased uniformity 
of social structures around the world under the impact of the 
technological imperatives of similar industrial-type production 
units. Ideology, culture, traditions, values will all succumb or be 
affected by these imperatives. For example, factories the world 
over are becoming similar in their structure and requirements 
because they use the same types of instrumentalities (advanced 
machinery, assembly line, discipline, hierarchy, punctuality, a 
time orientation, etc.). Thus, the social organization and indeed 
the characteriological features of the people in industrial societies 
will increasingly become similar. If one accepts that hypothesis, 
it then has some predictive value: not that all social systems will 
become like peas in a pod, but that the common features will 
increase at the expense of the differences. And the same 
reasoning might be applied to health systems. As the means of 
“medical production” become increasingly technological and 
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universal around the world, then the social organizations and the 
requirements needed to operate these means will increasingly 
resemble each other. In the end, hospitals because they employ 
the same basic technology and are under the same technologi- 
cally determined injunctions (for example the need to maintain 
aseptic conditions in surgery) will converge toward a universal 
pattern. And, in fact, the increasing activities of US multi- 
national conglomerates in England and Saudi-Arabia, for 
instance, are helping to bring about some of that universality. 
How this will affect, for example, the medical profession as a 
result of the increased rationalization of these organizations, 
their need for predictability, their desire to control costs, their 
interests in having physicians on fixed salaries, and so on, is still 
a moot point. 

The other theoretical approach is that the health system and 
the practice of medicine are affected by two major factors and 
the tension between them: one is the technological, that is the 
“universalistic” nature of medicine as an applied science, with its 
imperatives and injunctions as mentioned earlier that hold true 
in all settings, for example, the ever-present possibility of 
infection. The other factor is that of cultural or national 
diversity, that is of “particularism”: the universalistic nature of | 
the medical arts is adopted and adapted in a variety of ways 
depending upon the nature and the type of culture of the 
recipient society, its traditions, its ideology, class relations, 
political and administrative structure and its economic 
resources. Thus a French hospital may look superficially like an 
American or British hospital. But French culture and habits do 
not stop at the hospital door: they penetrate and affect every 
aspect of that hospital’s setting, even perhaps to the bottle of red 
wine at the bedside. It is then this dialectic between the univer- 
salistic and the particularistic aspects of different national health 
systems (or even national health subsystems) that provides that 
variety that one can observe around the world, even in advanced 
industrial-urban societies. The question whether the health 
systems of such societies increasingly converge toward one 
single pattern, as the convergence hypothesis would lead us to 
assume, is still debatable. Thus though the resemblances are 
often striking, so are the areas of divergence. To use an 
oenological analogy, medicine in its universalistic aspects 
resembles a generic grape or varietal, let’s say Gamay, Chenin 
Blanc, or Cabernet Sauvignon. But the wine that will be 
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produced from the same plant in different vineyards around the 
world, or even within the same country, or on each side of a hill, 
will depend on the nature of the soil, ambient temperature, the 
amount of sunshine, the amount of rainfall, acts of God (the 
sudden rain squall that ruins a crop), the amount of knowledge, 
motivation, resources, the patience and devotion of the wine 
grower, and so on. 

Toward the end of these introductory notes, I shall return to 
these theoretical questions, and attempt, in the light of my 
review of the major issues raised by my contributors, to assess 
which theoretical position best fits the case. 


The essays 


Let us now turn to the essays in this book and briefly make some 
general remarks, then focus on some more specific issues. 

What is striking first is the degree to which each health system 
is described as a product of its specific society, culture, and his- 
tory. It is fascinating, for example, in reading the essay by Hunter 
on the Scottish health service to see how sharp the differences 
appear to be between Scotland and what goes on south of the 
Tweed. The British emphasize the management and organization 
of health services in a rational and economical way. In Scotland, 
according to Hunter, the emphasis is not so much on doing things 
right as on doing the right thing (seen in the perspective of 
Scottish democratic humanism). This implies, for example, a 
great emphasis on the public good and the community, inte- 
grated and holistic health and allied services, a distaste toward the 
private practice of medicine and specialization, and an acceptance 
of group practice and sensitive help to the population. 

In the case of Yugoslavia, as Parmelee’s essay so aptly 
demonstrates, the very nature of the health system, its basic 
organizational structure, has reflected the political and ideologi- 
cal vicissitudes of that country after the Second World War: a 
reliance and imitation, at first of the Soviet centralized and 
bureaucratic model, and then with the break from Moscow, a 
more democratic, more decentralized, less state-dependent 
medical care type of organization. Parmelee shows incisively 
that such a policy has its price in terms, for example, of a pursuit 
of national goals, and the realization of a degree of equity 
between the different regions of the nation. The same is true, as 
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Davis reports, of the Soviet health care system, a product of 
Soviet society rather than the expression of common medical 
knowledge and techniques. In the United States, as remarks 
Anderson, the business entrepreneurial ideology is nowadays 
shaping a health delivery system that is duly influenced by that 
entrepreneurial spirit. 

In each one of the cases examined by the contributors, the 
national setting, history, ideology, traditions, culture, basic 
philosophical approaches are thus said to have affected and to 
affect the nature of the health system. If this has been so true, in 
the past, there is good reason to assume it will continue to be so 
in the near future. 

In addition to the realization that the health system is a 
product of the society it inhabits more than simply the embodi- 
ment of the contemporary state of the art in medicine and public 
health, many of the authors do emphasize that health levels 
themselves (not only in Spain, as de Miguel and Guillén state) 
are the results not primarily of the workings of the health 
system, but of general conditions, for example, regional and 
class differences, and is perhaps most visibly evident in areas that 
are sensitive both to general conditions and standards of living 
and to the provision of medical care, particularly in infant 
mortality. Thus, the rise in that index in the last twenty years or 
so in the Soviet Union may be tied both to a decline in the 
standard of living (probably due to the large investments in the 
defense establishment) and also in a gradual degradation of the 
medical services. 

Generally speaking my colleagues chose to emphasize only 
some of the general issues I had mentioned. This is perhaps 
indicative of their relative importance. Among them was the 
relevance, and indeed the increasing, if not dominating, role that 
the polity plays regarding the health system in practica'ly every 
country. The issue of the management of that system also 
loomed large in several of the essays though with some 
interesting variations. One might thus contrast the situation in 
Switzerland which is decentralized and in which there is no 
national health ministry or its equivalent and the vastly different 
case of the Soviet Union which is highly centralized and 
managed. And yet, the Swiss decentralized pluralism has led to 
the creation of a highly effective health care system, the one in 
the Soviet Union of a rather ineffective and highly bureau- 
cratized one. It just seems that a highly centralized management, 
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particularly a large national health system, in which certain 
national goals are mandated, carries the problem of the creation 
of an extensive bureaucracy to carry its plans and the programs. 
These bureaucracies often do become concerned with their own 
existence and operations perhaps even more than with the goals 
they are trying to implement. Managerial efficiency, the means 
rather than the ends, receive exaggerated emphasis at the 
expense of the service, as Hunter makes the point in his 
comparison of the Scottish and British health services. 

Of equal interest is the issue of power and control; there are 
often many constituencies involved in the health system: the 
polity with its agenda, the professions, the public (and the 
taxpayers), and those who are the recipients of health services. 
Attempts to “democratize” the system by introducing some 
degree of lay control over professional practices have been made, 
but usually have not met with great success as the case of Yugo- 
slavia demonstrates. At the same time, efforts to place health 
facilities and personnel under some kind of local or community 
controls often create or perpetuate inequalities between different 
regions, and thus run contrary to national policies. 

The impact of technology is seen by several of the authors as a 
most significant aspect in contemporary health systems. Tech- 
nology, of course, is part of that universalistic state of the art 
mentioned earlier. The consequences of the introduction of 
technology have not yet been traced thoroughly, but at least the 
following elements, as issues, should be noted: 


1 In most instances, medical technology is both labor and 
capital intensive. Contrary to technology in industry, it 
does not substitute capital for labor (thus saving costs) but 
it tends to be additive, thus increasing costs. 

Once 1 technology has been devised and proven to be 
effective (whether diagnostically or therapeutically) it 
exerts a powerful influence for its adoption, often regard- 
less of costs since it deals with human life and suffering. 
The physician, unable, let’s say, up to a certain point in 
helping patients with a specific condition passes, as seen 
earlier, from the innocence of ignorance or impotence to 
the guilt of the possible: once dialysis is invented, for 
example, life now can be prolonged. Thus pressures for the 
purchase of that technology will be extreme. In many 
instances, the purchase of expensive technology for the few 
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is at the expense of simpler treatment modalities for the 
many. 

3 As pointed out, particularly in the paper by Raffel on New 
Zealand, the existence of high-level technology makes it 
often frustrating for physicians, who have been trained to 
use it, to practice in a country or a setting where it is not 
available because of costs. Thus New Zealand is losing 
trained specialists to Australia or the United States because 
these physicians are frustrated. 

4 It should be pointed out, as the case of the Soviet Union 
makes it clear, that technology is not an independent, auton- 
omous force that affects health systems: countries can delib- 
erately decide not to introduce available medical technology. 

5 Medical technology often tends to be alienative in that it 
depersonalizes treatment. 


Cost containment is an issue that affects, without exception, 
all health systems. As health systems have become more and 
more expensive, and as the demand for health care has increased, 
so have the costs. But in seeking to contain these costs, countries 
very often become more concerned with the financial aspects, 
than with the very services the health system is expected to 
provide. This concern of means over ends (parallel to some 
extent with that of bureaucratization) has led to a variety of 
devices and arrangements for the financing of health services. 
Several effects are discernible: one is that in most instances, the 
manner in which the financing of the health services is organized 
does have an effect on the way in which services are offered to 
people. In a system in which a fee-for-service system exists, the 
temptation will be for health personnel to provide more services 
than needed as there will be a relationship between volume of 
services and personal incomes. On the other hand, where the 
payment is in the form of a salary or capitation fee, the tempta- 
tion will be to provide fewer services. The second consequence 
is the following: in most societies, the aim is to provide access to 
health services so that those who need those services will be able 
to have them or to afford them. But the almost insoluble 
problem is to devise a system whereby overuse, abuse, or 
unnecessary use will be curbed without constituting a barrier for 
the service that is really needed or necessary. The cost 
containment dilemma raises another related one: the question of 
opportunity costs both at the societal level and within the health 
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system. Every society, in the final analysis, makes a choice or 
“decides” how much of its national wealth it will invest or 
commit to the health system and what it must give up as a result 
of that choice and second, when that portion of that wealth has 
been committed or allocated to the health system, the choice has 
to be made on where the money will go, and the mix of services 
it will support: clinical services, public health, education or 
personnel, research (basic and applied), and so on. In a country 
like the Soviet Union, as Davis shows, these allocations to a 
large extent are the results of the decisions made by a small 
group of persons at the apex of the health bureaucracy’s 
pyramid, and enforced through budget allocations. In decentral- 
ized systems, for example Switzerland or the United States, 
these “decisions” are the result of myriads of personal and 
institutional choices that are not, except in the broader sense, 
controlled or controllable by a central authority. But the major 
issue here is that of decisions and choices since resources in 
personnel and finances are never unlimited. 

The issue of rationing then has entered into the agenda of 
health systems. As Anderson points out in his description of the 
American health system, the use of DRGs (Diagnostic Related 
Groups) has meant that some patients have been complaining 
that they have been released from the hospital prematurely as a 
result of efforts at cost containment. 

Increasingly the world over, as we have seen, access to health 
care is considered as a right, rather than a privilege (or charity) as 
it was in the past. The issue of access, sponsored by or 
guaranteed by the polity, immediately brings in the question of 
equitability in that access. Usually the inference is that such 
access must be the same for all, particularly when it is tax 
supported. In fact, this is a chimera, an illusory goal as Anderson 
points out. Every society, particularly industrial society, is 
stratified. And generally speaking, access to care does tend to 
follow that stratification pattern. Even in Britain, care is often 
unequal, and those who have the money can opt out and 
purchase private health insurance or amenity beds. In addition, 
as de Miguel and Guillén point out in their essay on the Spanish 
health system, those who are in the higher socio-economic 
classes do benefit more from a system even if it is available, in 
principle, equitably to all. Anderson predicts that if the United 
States were to establish an arrangement for universal health 
insurance or service, some 40 per cent of the population would 
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buy private health insurance so as to get better, or at least more 
pleasant health care. Even the Soviet Union, as Davis indicates, 
has a stratified health care system with the interesting feature 
that the care for the elites (the equivalent of private health care in 
most other countries) 1s also socialized, that is it is ‘free’ and paid 
for by the state as a perquisite of rank. 

I have only touched on the major issues and dilemmas raised 
by the authors in their contributions. The paper by Rodwin, as I 
indicated earlier, is a bit different: it deals with some of the major 
problems faced by Canada, France, and Britain, and suggests 
that the one distinctive contribution to health care made by the 
United States, the concept of the Health Maintenance Organiza- 
tion, may represent a partial solution to their problems. 


Which approach fits best? 


It remains to re-examine the two theoretical approaches we 
proposed earlier, that of convergence and that of a combination 
of universalistic and particularistic factors, that define the nature 
and the evolution of health systems. 

The convergence hypothesis may turn, in the final analysis, to 
be correct. Not really a convergence but a resemblance due to 
the facts that health systems will (just like societies) increasingly 
share common elements. But for the time being, the weight of 
the evidence seems to be that cultural factors (in the broad sense 
of the word) are just as important (if not more) than the 
structural similarities engendered by the use of the same or 
universal means of medical production. Thus in conclusion we 
can state that each health system evolves as a result of the 
combination, and sometimes the dialectical contradictions 
between the universalistic aspects of the state of the art, the 
knowledge, the technology that are valid and can be applied 
anywhere around the world, and the particularistic aspects of 
each society and culture. And it is the particularism of different 
cultures that continues to produce that variety and diversity in 
health systems we see around the world. This feature thus puts 
some limits on the degree to which organizational features, and 
even medical technology, can be transferred or applied from one 
society to another. The World Health Organization learned this 
lesson the hard way when it tried simply to extend medical 
knowledge, practices, and techniques to countries that were 
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culturally unable to accept them because of what they meant in 
terms of their consequences for their traditions, their culture, 
their ways of life, and their native practitioners. This emphasizes 
the basic duality of medicine, health care, and therapy in general: 
not only is it a set of knowledge, techniques, the state of the art, 
if you please; it is also a practice that is embedded in the society, 
a way of relating to people, a manner of organizing the way in 
which practitioners practice their art and their science. And this 
is why I believe, strongly, that studying the health system and 
medicine does provide an “insight” into social processes. The 
study of health systems, particularly when one does it in a 
historical and comparative perspective, resembles peeling an 
endless onion: as soon as one issue is uncovered, examined, and 
analyzed in terms of its consequences and implications, another 
one emerges just as intricate and just as fascinating, and so on. 
And one cries in the process. But just as often the tears are those 
of joy, the sheer pleasure of discovery. 
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The Swiss health system: 


the paradox of ungovernability 


and efficacy 
Philippe Lehmann, Felix Gutzwiller, 
and Jean F. Martin 


Introduction 


The predominant opinion that users, professionals, policy- 
makers, and observers have of the health care system in 
Switzerland is that it works well. They seem convinced that it 
provides care of quality for probably all categories of diseases 
and patients, from birth to death, for the poor (almost) as for the 
rich, in a not too different manner in all regions of the country. 

This could probably be confirmed (if the data were available) 
by a systematic study of the outcomes of the health care system. 
It is customary to associate this opinion with the mortality 
indicators for the Swiss population, which are quite favourable 
in comparison with other countries. It should be however 
remembered that mortality, as well as other health indicators, 
are affected not only by the health care system, but also by 
social, political, and particularly economic conditions. 

Furthermore, the health care system in Switzerland receives 
approval from most quarters, not only for its results, but also for 
its structure and functioning; it is seen as “natural” and the 
differing solutions adopted in other countries seem “inappropri- 
ate” or even “pernicious” in comparison. 

If one steps back a little and considers Switzerland in a 
comparison of health systems, the first point to emerge is the 
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extremely complicated and diversified nature of its special case 
(Sonderfall Schweiz). One cannot but be surprised that a puzzle of 
sO many pieces, guided by so many different rules, and directed 
by so many competing committees, governments, and enter- 
prises, under so many varied influences, is capable of obtaining 
such results. 

No one is able to describe clearly and concisely who governs 
the health system in Switzerland and how: this is certainly due to 
the fact that this system is neither governed nor even governable 
“as a system” and that the will to steer it is generally lacking. 
Facts concerning hospital and technology planning, health 
personnel, cost containment, and sickness insurance reform all 
confirm this statement. 

Moreover, one could certainly ask whether, through being 
ungoverned, the care system in Switzerland is not behind with 
respect to the possibility of obtaining better results in terms of 
health outcomes, considering the amount of resources and 
means available on the economic, scientific, and technological 
levels. 

The aim of this contribution is to present this paradox of a 
health system which is not governed and is ungovernable, yet 
which produces results which are commonly judged to be 
among the best in the world. These two aspects will be success- 
ively developed by investigating their social, political, and 
medical explanations, and by drawing attention to some of the 
system failings. In several respects, the Swiss case illustrates 
rather well the discussion about the convergence of epistem- 
ological and technological models of medicine on the one hand 
and the particularities of the organization, system of values, and 
political structure of a country on the other. 

Rather than systematically documenting all characteristics of 
the Swiss health care system, we will instead illustrate them with 
some specific examples and debate the perspectives and chal- 
lenges at the end of the 1980s. 


Is the Swiss health care system governed? Is it governable? 


The question of manageability 


“Is Switzerland governable?” was asked by one of the former 
members of the Federal government in the title of his quite 
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successful book (Chevallaz and Dubois 1984). Apart from 
problems raised by the federal structure formed by twenty-six 
cantons (only three of which have more than 500,000 inhabit- 
ants), the linguistic, cultural, and religious diversity of the 
population (6.4 million) and the frequent use of direct 
democracy procedures, the major question on this subject is that 
of the unwieldiness and limits of the so-called democracy of 
concordance. 

This notion means that before any important decision is taken 
in Switzerland, consensus has usually to be obtained among the 
twenty-six cantons, six main political parties, lobbies of 
professional and economic bodies, representatives of the 
farmers, mountain regions, large and small towns, and so on, 
plus the “experts” who populate the universities and administra- 
tions. Besides, the competence to make decisions is distributed 
between several federal and cantonal authorities. 

When aiming at satisfying all interests, it is not easy to draw 
up clear, innovative policy projects; Switzerland always prefers 
incrementalism. The best Swiss authors in political science 
devoted an entire volume of the Annuaire suisse de science politique 
for 1983 to this question of governability, showing the limits 
and constraints of the system. Governability is the degree to 
which state decision procedures are adapted to problems as they 
occur. Thus it is a functional problem. However, questions need 
also to be asked as to the evaluation of the range of problems 
submitted to the state and the services expected from it. An 
interpretation therefore depends on the ideological premises of 
the actors and observers, which vary according to whether they 
are interventionist or conservative. 

Although more or less “unsteerable,” Switzerland does not 
exist in a state of anarchy — far from it. It is, if anything, a 
paragon of order and stability. 

Raising the question of the manageability or governability of 
the Swiss health system opens up an even greater range of issues; 
it is a question not only of the state as a political institution, but 
also of a global system in which the technological and socio- 
logical models of the health professions, the attitudes and 
behavior of the population, the types of state intervention and 
regulations, and more or less socialized financing structures 
intervene. 

The aims of a health system are also multiple. Even if the 
search for ways of preserving the population’s health by fighting 
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disease predominates, the economic functions of the health care 
sector (production, market, employment) should not be neg- 
lected. 

The characteristics of the (implicit) Swiss health policies can 
be summarized as follows: 


1 The delegation of care and decisions about it to profess- 
ionals and medical establishments; 

2 The reimbursement of medical costs by various schemes; 

3 The entrusting of some tasks of medical and health policy 
to the state. 


Questioning the governability of the system implies the idea that 
the better (not necessarily the more) a system is governed, the 
better the services it offers in response to needs; a study of the 
Swiss situation might challenge this hypothesis. 


The weakest health ministry 


It should first be mentioned that Switzerland has no such thing 
as one identifiable national health ministry and that the con- 
glomerate of institutions that act as such probably represent, on 
a national level, the weakest health ministry of all developed 
countries (including other federal states). 

The responsibilities for health policy, nationally, are distri- 
buted between several administrations: mainly the Federal 
Offices of Public Health (OFSP) and Social Insurances (OFAS), 
both attached to the Department (Ministry) of the Interior, and 
services involved in health that depend on other departments 
(ministries): medical service of the Federal Office of Trade and 
Industry (OFIAMT), the medical services for the workers in 
post and telecommunications, the federal railways, and the 
army, and so on. 

Each office is in charge of a list of specific tasks which are 
delegated explicitly by articles of the Federal Constitution. ' 
Thus no office is entrusted with defining globally the objectives 
of a health policy for Switzerland. Even the federal government 
could not, without a fundamental change in the constitution, 
decide on an overall health policy outside the specific domains 
designated by the above mentioned constitutional clauses. 
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The provinces of the Confederation are 


@ sickness insurance (legislation and supervision) 
@ disability insurance (federal public fund) 
® accident insurance (public fund) 
® protection of the environment (legislation) ! 
®@ epidemics (surveillance) | 
® control of foodstuffs (legislation) | 
® toxics and radiation (surveillance) | 
® work safety (legislation and supervision) 
® examinations for physicians, dentists, 

veterinary surgeons, and pharmacists (legislation) 


® medical service of the army 

® promoting scientific and medical research 
®@ statistics (few are collected) 

® international relations 

®@ development aid to the Third World. 


More than 80 per cent of the Confederation’s budget for health is 
spent on funding sickness, accident, disability, and military 
insurances. On the whole, the Confederation spends four times 
less in the health field than the cantons together. 

The competence at the national level is limited first by the 
federalist legal organization of delegating tasks to the Confed- 
eration (principle of “general sovereignty” of the cantons). It is 
very restricted in health domains and the federal offices respect a 
strict conception of this “subsidiary” principle. Second, the 
Federal government is currently involved in restraining trends 
towards centralization by reorganizing the allocation of tasks 
between the Confederation and the cantons to the advantage of 
the latter (Chancellerie fédérale suisse 1984). Finally, the fact that 
no institution is really in favor of an overall health policy 
explains the relative weakness of the Confederation in this 
matter. 

The fact that there is no growth in federal centralization is 
finally part of a general rhetoric of “less State,” supported by the 
“bourgeois” political majority, that has dominated the Swiss 
political system since the beginning of the economic crisis in 
1974 (Rey 1983). “Less State,” here, means both a reduction in 
the financial participation of the state in social insurances 
(7 billion Sfr less in ten years, cf. Gilliand 1986: 51-64), a refusal 
to reinforce legislation and planning (LAMM) and renunciation 
to new legislation (law on prevention). 
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The cantons’ sovereignty 


Do cantons, which in principle are sovereign with respect to 
health care organization (contingent on what has been delegated 
to the Confederation), have more power to guide the system? 

The health action of the cantons mainly concerns the 
management of general and psychiatric hospitals: almost all the 
cantons have direct control of the main hospital centers (twenty- 
nine cantonal hospitals, 31 per cent of acute beds — see Table 1.1) 
and participate in the financing and planning of other non-profit 
hospitals (which depend on districts, communes, or founda- 
tions: 199 hospitals, 62 per cent of beds). Psychiatric hospitals 
that belong to the cantons represent 76 per cent of beds in this 
sector (Annuaire statistique de la Suisse 1981: 514). Expenditure for 
hospitalization represents almost three-quarters of expenditure 
on health by the cantons (Gygi and Frei 1984). 


Table 1.1 Short-stay hospitals (except psychiatry) according to their legal 
form (status in 1975) 


Owners No of hospitals No of beds 
N % N % 
Confederation 2 (0.7 131 0.3 
Cantons 29 10.7 12,635 30.6 
Districts, 
municipalitics, 79 29.0) 12,016 29.1 


public foundations 
Private non-profit 


foundations and 120 44.1] 13,693 a3. 1 
associations 
Private (for profit) companies 42 15.4 2,837 6.9 
Total 272 100% 41,312 100% 





Canton contributions cover from 30 to 90 per cent of non- 
profit hospitals’ operating deficits, and these subsidies have 
increased remarkably in the last two decades. The major goal of 
canton governments’ regulations has been to avoid that the 
financial burdens on the cantons grow too markedly. Exactly 


how these governments are attempting to accomplish it is not 
known. 


It is probably safe to presume that at least 25 different 
concepts are operating. Perhaps even the term “concept” is 
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misleading in this context as it connotes a degree of 

organization, coherence, and foresight that may be true of 

some cantons, but certainly does not characterize them all. 
(Gebert 1978: 110) 


The other health sectors in which the cantons are active concern 
the following 


@ health and hygiene policy 

® medical schools (five in the country) 

@ paramedical training schools 

® nursing homes (surveillance and subsidies) 

@ home nursing care and social welfare 

® primary and secondary prevention 
(especially school medical services). 


In contrast, they have nothing or little to say about ambulatory 
medical care or private clinics. 

The means the cantons have to manage their health systems 
are very modest: only seven cantons’ health departments have 
more than ten managerial staff (Giintert and Hofer 1983: 22). It 
should be remembered, however, that nine of the twenty-six 
cantons have fewer than 100,000 inhabitants. During the past ten 
years, some cantons have developed comprehensive manage- 
ment and planning of the health tasks which are under their 
political responsibility. This trend has not been without prob- 
lems, considering the relations of prestige and power between 
the medical profession and the planners. Moreover, the principle 
of freedom of enterprise, which concerns physicians setting up 
in practice, the opening of private clinics, as well as the 
acquisition of technological equipment, can only allow limited 
action. In other cantons, medical planning remains at the level of 
programming hospital construction and nursing homes (Wienke 
1985; 1986). 

A top organization, the Conference of Directors (Ministers) of 
Cantonal Health Departments (CDS), brings together periodic- 
ally the health ministers of the twenty-six cantons. In his study, 
published in 1978, A.J. Gebert observed that “in its almost 
60-year history, this organization has. . . contributed very little 
toward a comprehensive health policy based on cantonal author- 
ity. Rather, the CDS has only facilitated solutions to strictly 
technical problems” (Gebert 1978: 106). Furthermore, he 
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deplored its weakness in proposing adequate solutions for 
planning, for example for certain very specialized care units 
which concern the whole of Switzerland. He explained that 
“these ministers do not consider the national boundaries of their 
country, but act only on the basis of their own cantons or 
regions” (Gebert 1978: 109). An analysis of the CDS over the 
last ten years would not show major change; it still has only a 
very limited staff (two members on the managerial staff and one 
secretary). 


The different key roles of the private sector 


The health care system in Switzerland is thus characterized by 
the essential and predominant place of the private sector. This 
notion should however be clarified and relativized. 

By private sector is generally meant companies ruled by 
market economy, oriented toward profit and totally independ- 
ent of the state. This definition can never be applied completely 
to institutions in the health domain as there are many different 
types of private structures. First, many of them are non-profit 
institutions (regional hospitals, nursing homes, mutual aid, and 
social welfare, etc.) which function mainly thanks to public 
subsidies and are integrated in public planning. Second, the 
sickness funds must have a mutualistic and non-profit character; 
they are subject to state surveillance and receive considerable 
subsidies from the Confederation. Third, practicing physicians 
have to respect the tariffs for medical acts that are established by 
agreement between their associations, the sickness funds, and 
public authorities. Fourth, even for private clinics and pharma- 
ceutical manufacturers, income from socialized funding (sick- 
ness funds and subsidies from the public authorities) represents 
an essential part of their resources. 

With these reservations, the principle of economic liberalism, 
which is one of the foundations of the social order in Switzer- 
land, remains an economic as well as ideological reference of the 
health care system. It is the result of a very ancient historical 
evolution in which doctors’ independence was never threatened 
and in which charitable or public interest institutions always had 
an important role. This tradition has not been perturbed (unlike 
in neighboring countries) by war, economic crises, or changes 
in the political regime. 
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The strength of the private sector is threefold: 


1 Legal, because the freedom of trade and industry is laid 
down in the constitution and social order of Switzerland. 

2 Economic, not only because the income level of the Swiss 
population enables them to acquire health care services, but 
also because the financing of health care is largely socialized 
and supported by direct and indirect subsidies (and there- 
fore largely guaranteed). 

3 Ideological, because Switzerland is founded on a liberal 
political culture; in the health sector this notion is even 
stronger, as freedom of enterprise and of therapeutic 
decisions by the care providers are merged in the same 
notion of independence. 


The nature and role of the private sector has a fundamental effect 
on the ungovernability of the health care system: any new 
regulation is usually seen as an intolerable constraint which 
would be damaging for both patients and the country’s 
prosperity. Furthermore, the diversity and multiplicity of 
private enterprise (more than 10,000 medical practices, 400 
sickness funds, hundreds of hospitals and local or regional 
institutions) would not readily allow concertation and decision- 
making. This multiplicity and the tradition of contractual 
negotiation and muddling-through rather than planning hinder 
the establishment of a global conception of the health system and 
of mechanisms of adaptation. 


Diversity and multiplicity of solutions 


The political and economic restrictions to the governability of 
the Swiss health care system are augmented even more by the 
diversity of solutions in each canton, the smallness of collectivi- 
ties, and the multiplicity of institutions involved. 

The cantons’ sovereignty with respect to their political 
organization as well as implementation in the domains for which 
they are competent allows each of them to adopt different forms 
of management of the hospital sector, home care, social welfare, 
and prevention. The financing structures, planning conceptions, 
and the degree to which services are actually developed diverge 
strongly, due to historical and economic circumstances, the 
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relations between different political forces within each canton, 
the extent of the problems, and so on. Differences are increased 
even more by the fact that Switzerland does not have a unique 
urban hierarchy and that each canton, whatever its size, con- 
stitutes quite a distinct geographic and socio-economic entity. 

The same diversity is to be found in the social insurance 
sector. Besides the three national public funds — disability, 
accident, and military insurances — there are more than 400 
sickness funds serving between 500 and 500,000 insured people. 
Their number has been steadily decreasing, as up until 1964 
there were more than 1,000. The trend towards concentration 
which has benefited the five “big funds” until now seems to be 
slowing down. The smallest funds often have a high proportion 
of aged and low-income people insured with them, that is “bad 
risks” who do not interest the other companies. 

An extreme example of mosaic-type management appears in 
the fixing of care tariffs: these are determined by individual 
conventions negotiated between each cantonal sickness fund 
federation and the representatives of the health professions and 
medical institutions, under the surveillance of the cantonal 
authorities. Different tariffs are fixed for care covered by the 
national social insurances. 


The impact of abundance 


The absence of rules and models for the overall orientation of the 
health care system had few consequences when medicine was 
based mainly on the family doctor and local hospital; the 
evolution of medicine since the 1940s occurred in an environ- 
ment of general and prolonged economic prosperity which 
enabled each canton, hospital, or doctor to acquire new material 
and technologies, increase their staff, and prescribe care which 
was reimbursed more and more frequently by the sickness 
funds. After the Second World War (during the period 1946-50), 
care was covered for 60 per cent of the population, this figure 
increasing to 73 per cent in 1960, 82 per cent in 1965, and reach- 
ing 97-8 per cent since 1980 (Annuaire statistique de la Suisse). 

This growth has created major difficulties as to the feasibility 
of funding in the future. It also creates problems for the habits 
which have been acquired during at least forty years: those 
responsible for expenditure, for both infrastructure and treat- 
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ment, have never been educated to calculate the cost of their acts 
since their financing was guaranteed; neither have they learnt to 
measure the relation between the quantity of care, its cost, and 
the benefit obtained with respect to health. 

On the contrary, both politicians and physicians are conscious 
that Switzerland has the necessary resources to offer itself more 
than sufficient medical and hospital equipment in all regions. 
This is also explained by the undeniable attraction technology and 
the “concrete” have for professionals and other decision-makers. 

The economic situation of public collectivities has changed 
since the mid-1970s, leading to budgetary limitations, including 
in health budgets. Since this period, it has also been realized that 
Switzerland is over-equipped in sophisticated and costly installa- 
tions. This is the case especially for acute hospital beds, whereas 
nursing homes, home care, and lodging for the elderly are relat- 
ively lacking. Sensitization to the “health costs explosion,” 
which has mobilized the energies of governments and social 
insurances, has caused the emergence of threats of “rationing” 
which occasionally give the impression that the health of the 
population is being endangered (Kleiber 1986). In fact, and not 
only in the health sector, structural changes in the economy 
cause politicians and planners to confront problems of distribut- 
ing resources which no longer allow growth in all sectors. 


The Swiss health services: unplanned, but effective 


This chapter first argues that Switzerland enjoys a favourable 
health situation supported by a functioning health system, in 
spite of the absence of any real planning process. Economic 
prosperity has resulted in good health status indicators, and 
abundance and technological advances have led to high con- 
sumption of care and consumer satisfaction with services. It will 
be shown that this result is obtained at relatively high cost, with 
rather clear inefficiencies on the supply side (examples: 
physicians, hospitals, and medical technology). With the 
resources Switzerland has, it would certainly be possible to 
improve health outcomes. 


Health outcomes: in the top league, yet inequalities remain 
This country enjoys a health status, at least as measured by some 
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of the crude indicators available today, that puts it among the 
top nations in the health league. A considerable reduction in 
infant mortality during this century and a low overall mortality 
rate have resulted in a life expectancy at birth that is now almost 
73 years for males and 80 for females (see Table 1.2). 


Table 1.2 Switzerland: selected demographic and health data 


Total Female Male 
Population (in 1,000) (1.1.83) 6,423.1 3,294.3 3,128.8 
over 65 years 890.8 534 356.8 


(13.9%) (16.2%) (11.4%) 
Infant mortality 
(per 1,000 live births) 
1949-52 27.1 35.0 
1979-82 7.1 9.2 
Mortality rate 
(per 1,000 inhabitants) 


1949-52 10.1 9.7 10.9 
1979-82 9.3 8.7 9.9 
Life expectancy at birth 1950 72.6 67.7 
1980) 79.3 72.6 

Life expectancy at age 65 1950 14.6 12.7 
1980 18.3 14.4 


However, there are still some major inequalities (Lehmann et 
al. 1987). Clear regional differences remain, for example in 
neonatal mortality (Ackermann ef al. 1985), coronary heart 
disease death-rates (Wietlisbach and Gutzwiller 1984) as well as 
in the incidence and death-rates for certain types of cancer 
(Tuyns and Paccaud 1984; Tuyns et al. 1985). 

The first mortality data according to socio-professional 
categories have recently become available (Minder et al. 1986) 
showing a life expectancy difference of about six years between 
lower and higher socio-economic categories among males, that 
is of the same order of magnitude as the difference between the 
sexes. The same mortality trends have also been observed for 
chronic illnesses in the under-50s (Lehmann et al. 1986; Bucher 
1985; Haour-Knipe 1984). In addition, for certain risk factors 
such as smoking or overweight, there is a clear gradient accord- 
ing to social class. 

Thus, even though the health situation of Switzerland is 
favorable, there remains a large potential for improvements, 


36 


The Swiss health system 


which depend not only on medical and health progress, but 
also — as in the past — on progress in social policy. 


Subjective health indicators: use of health services and consumer 
satisfaction are both high 


Table 1.3 gives an overview of the health status of the Swiss 
population as obtained, within the framework of the first Swiss 
health survey in 1981-3, by interviewing a national random 
sample of the resident population (4,255 interviews, participa- 
tion rate 72.9 per cent) (Somipops Collaborative Group 1985; 
Gutzwiller et al. 1988). 


Table 1.3. Subjective health status of the Swiss population 1981/82 (4,255 
interviews ) 


% 


Subjective health excellent 20.8 
good 63.5 
not particularly good 14.4 
bad es 
Physical health impairment of well-being 82.4 
(previous 4 wecks) 
impairment of activity 13.7 
(previous 4 wecks) 
chronic impairment(s) 26.0) 
Mental health impairment of psychic 23.9 
well-being 


(previous 4 wecks) 





Although almost 85 per cent of those interviewed rated their 
own subjective health status as good or very good, 82 per cent 
indicated at the same time some impairment to their well-being 
during the weeks preceding the interview, and 13.7 per cent 
reported a reduction in their usual level of activity due to 
impaired health. For almost all indicators of subjective morbid- 
ity, and across all age groups, women scored higher, thus worse 
than men (Zemp et al. 1985). Finally, the health survey also 
defined some further socially disadvantaged groups: as an 
example, the rate of chronic impairments mentioned by workers 
with a low educational level was double the rate for highly 
educated professionals (Bucher 1985). 

The same health survey indicated a high level in the use of 
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services; 80 per cent of the population, within a given year, have 
contact with a physician, with an average of six consultations 
per person per year. Women not only have a higher consultation 
and hospitalization rate, in part due to their reproductive 
history, but also consume more medications and have a higher 
rate of use of preventive services (see Table 1.4). 


Table 1.4 Use of health services, Switzerland 1981/83 
Female Male _ Total 


% % % 

Use of ambulatory services 

physician consultation(s) (12 months) 85.9 73.4 80.0 

family physician consultation(s) (12 months) 68.2 63.6 66.0 

visit to pharmacy (4 wecks) 31.4 24.2 28.4 
Use of hospital services (12 months) 13.0 8.5 11.0 
Medications — analgesics (7 days) 18.8 10.6 = 15.0 
Use of preventive services (12 months) 

blood pressure measurement 76.6 67.1 72.2 

PAP smcar 41.7 





A sub-sample (n=443, 20-65 years old) was further investi- 
gated during the health survey and allows some inference (see 
Table 1.5) to be drawn about the degree of customers’ satisfac- 
tion with their physicians (Buchmann ef al. 1985). 


Table 1.5 Consumer satisfaction with physicians 


Very satisfied 29% 
Satisfied 44% 
No opinion 20% 
Not satisfied 4% 
Very dissatisfied 3% 


Increase in costs: unchecked? 


During the last decade, the debate on health policy has centered 
far more on increased costs, without producing any effective 
solution on cost containment, than on the health status of the 
population. 

As a fact, costs for health services in Switzerland have grown 
faster over the last thirty years than the Gross National Product 
(GNP): whereas in 1960, 3.3 per cent of GNP went into health 
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services, in 1980 this figure was up to 7 per cent — an increase by 
a factor of two in the fraction of GNP and by a factor of ten in 
absolute numbers in twenty years (Table 1.6). Thus an ever- 
increasing portion of the limited resources of society are invested 
in health services. Currently total health care costs are an 
estimated 18 billion Sfr or 7.8 per cent of GNP (1986). 


Table 1.6 Health services costs in Switzerland, 1950-82 





in million Sfr in % GNP 
1950 560 2.8 
1960 1,225 33 
1970 4,404 5.0) 
1980 12,284 7.0 
1982 14,577 7.1 
1986 (estimated) 18,000 7.8 


Source: Gygi and Frei 1982; 1985 


In order to finance these expenditures, a whole series of 
mechanisms are used. In fact the system has become so complex 
that a clear view of the financial channels is not easily obtainable. 
Basically 31 per cent of this expenditure is being paid for directly 
by the consumer and private sources, 30 per cent by the different 
social insurance carriers, and 39 per cent by communal, 
cantonal, and federal taxes. 

Although the problem of costs and deficits has generated 
several approaches toward a solution to this problem, none of 
them has provided the means to control the current evolution. 

Since 1969 revision of the Federal legislation governing 
sickness insurance has been demanded in order to extend the 
coverage of services and balance socialized funding (Rapport de 
la commission fédérale d’experts 1972). All the projects and 
models presented since that date have failed, either during the 
usual consultation process, or in parliament, or through referen- 
dums in 1974 and 1987. The need to control costs and better 
distribution of federal subsidies have been the main objectives 
since 1981 (Conseil fédéral 1981), but also without success. Even 
when it seemed that there is agreement on the minimum which 
should be upwardly revised on an emergency basis, the parlia- 
mentarians have not been able to come to an agreement (Bridel 
1985; Hafliger 1983; 1986). Faced with the prospect of an 
unchanging system that is hybrid (half social insurance, half 
private insurance), costly, socially flawed, and state subsidized 
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according to out-of-date principles, several propositions have 
been made. Two popular initiatives have been handed in, one by 
the sickness funds and the other by the trade unions and socialist 
party, which demand that financing of the sickness insurance by 
the state and/or employers be increased. Other quarters suggest 
experimenting with a system similar to the Health Maintenance 
Organization in the United States and introducing more 
competition between the systems of health care reimbursement 
(Hauser 1984; Sommer 1987). 

Simultaneously, the Federal government decided in 1976 to 
devote 6 million SFr to a ten-year national research program 
on the “Economy and effectiveness of the Swiss health system” 
(NRP8), the conclusions of which were published in 1986 
(Sommer and Gutzwiller 1986). The research dealt with numer- 
ous aspects of the health care system; in particular, it showed 
that the financial mechanisms applied in the health domain at the 
moment are contrary to economical health care and favor 
behaviors which lead to costs increasing out of proportion. This 
is equally valid for consumers, hospital managers, the medical 
profession, and sickness funds. 

Under the pressure of increasing expenditure, the various 
financing bodies seem to have one overriding concern: instead of 
re-examining priorities, resource allocation, and coordination of 
services, their concern is to increase their income, or at least not 
let expenditure increase even more. Accordingly, at the federal 
level, subsidies to sickness funds were, in 1978, frozen at the 
level of the 1976 subsidies. In 1981 they were further reduced by 
5 per cent. At the same time, many cantons decided to increase 
the part of hospital costs to be paid by sickness insurances in 
order to reduce their part in covering hospital deficits. 

Nevertheless, between 1966 and 1983, there was an annual 
average increase in costs per insured person of 11 per cent — 
much higher than the consumer price index (CPI) (4.5 per cent) 
or wages (6.8 per cent). Particularly great during that same 
period was the increase in the cost of hospital services. If the cost 
to the health insurances is indexed at 100 for 1966, in 1983 the 
index was at 874 for hospital services, 502 for ambulatory 
physician services, and 489 for medications (CPI: 213; wages: 
308). 

A part of this increase was passed on to the consumer whose 
(per capita) health insurance premiums have gone up steadily. In 
a system of this kind, controlling expenditure does not improve 
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the cost/benefit ratio, and is generally a simple effort at 

transferring costs. 
Moreover none of the current propositions for the reform of 

financing health services envisage reorienting financing in a way 

more judicious for the health of the population. 


Increasing physician density: potential or threat? 


Between 1960 and 1984 the number of physicians grew by 135 
per cent to 18,124. The population, however, grew by only 18 
per cent during the same period. Thus in 1984 Switzerland had 
one of the highest physician densities in the world: 355 
inhabitants per active physician, and 729 per physician in private 
practice. The “big boom” still seems to be in front of us: 
currently there are 7,192 resident physicians in postgraduate 
training; in addition, every year over 800 new physicians obtain 
a license. Based on the students already in the educational 
system, the prognosis shown in Table 1.7 has been made. 


Table 1.7 Physician density 1960-2030 


Inhabitants per active Inhabitants per physician 


Year physician in private practice 
1960 708 1,093 
1970 700 1,138 
1980 421 852 
1984 355 729 
Prognosis 

1990 320 520 
2000) 280 420) 
2010 250 360 
2020 220 320) 
2030 200 290 





Sources: Gilliand and Eichenberger 1981; Statistique 1984 des membres de la 
Fédération des médecins suisses 1986 


The future will thus bring a further increase in the physician 
density with all its potential, but also dangers. These problems 
are well illustrated by a recent study made as part of the National 
Research Programme 8 (NRP8), “Economy and effectiveness of 
the Swiss health system.” Based on a detailed analysis of data 
from the central body of the Swiss federation of sickness funds, 
this study showed the impact of an increasing physician density 
on the country over a six-year period (see Table 1.8). 
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Table 1.8 Impact of a changing physician density, Switzerland 
1982 + % since 1976 


Inhabitants per practicing physician 769 =—47 

Annual number per 100 inhabitants 
home visits 19 +11 
office visits 423 +52 


Annual costs per inhabitant reimbursed by 
health insurance 


ambulatory physician care 208 SFr +79 
prescribed drugs 46 SFr +64 
total ambulatory care 254 SFr +76 


Source: Schmid 1985 


Nobody has ever planned to double the number of physicians, 
or to increase the volume of services by 52 per cent. However, it 
has happened that way, and will probably happen again until 
some as yet undefined limit has been reached at some time in the 
future. 

The increase in the number of physicians has not at this point 
been accompanied by a lowering in the quality of training, 
which however concentrates mainly on the fundamental and 
clinical sciences and does not prepare future physicians suf- 
ficiently for primary health care or community health. Almost 
all physicians, including family practitioners, follow five to 
eight years’ postgraduate training and afterwards they remain in 
contact with the hospital and university structures. 

One of the major issues of the future will be the extent to 
which an oversupply of physicians will lead to an overuse of 
certain procedures and therapies, and thus create new health . 
hazards. | 
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Hospital beds: too many? 


Switzerland has one of the highest densities of hospital beds in 
the world: 12.7 beds per 1,000 population. As regards acute care, 
it has a capacity that is about 50 per cent higher (6-7 beds per | 
1,000 population) than countries with quite varied types of 
health services, as for example the United States, Canada, | 
Britain, or Belgium. Swiss hospitals constitute a very decentral- 
ized network and taken as a whole have more than sufficient | 
technical equipment. The average length of stay in acute care 
hospitals is 14.3 days (1980), twice the one in US hospitals (1979: 
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7.6 days). Besides some differences in the age structure of the 
populations, recent analyses have shown that this is in part due 
to long-term patients hospitalized in (expensive) acute care beds, 
although such hospitalization may lead to a loss of autonomy for 
chronically ill patients. In some regions of the country, the 
hospital physicians in charge estimated, as part of a bed census, 
that up to 25 per cent of patients on a given day did not need an 
acute care bed, but rather some other facility or assistance 
(Sommer et al. 1983). Thus an estimate of the “true” average 
length of stay for acute care hospitals is 10-12 days (Huguenin et 
al, 1986). In addition, the (over)supply of hospital beds has led to 
sub-optimal occupancy rates, particularly in certain geographic 
areas and services such as obstetrics/gynaecology and pediatrics. 

Further estimates seem to indicate an overcapacity of about 
12,000 acute care beds in Switzerland. The fact that the cantonal 
hospital planning concepts mention only a few hundred as over- 
capacity sheds light on the effectiveness of such planning 
documents. 

The excess amount of resources invested in hospitals could be 
used more profitably in other health sectors, such as occupa- 
tional health and health education, for which legislation and 
initiatives are insufficient. 


Medical technology: planning after the fact? 


During the last few years, the term “medical technology” has 
been used in many different ways. It is taken here as including all 
the “equipment, drugs, procedures and combinations of them 
used in health services for prevention, diagnosis and treatment 
of illness and for rehabilitation” (Chrzanowski and Gutzwiller 
1986). 

No country can bear economically the introduction and 
uncontrolled use of all new technologies. For most countries, it 
is imperative that priorities be set and a choice made. The way 
these choices are made, explicitly or implicitly, or are not made 
at all, are revealing for the way Swiss health services are 
organized. 

In addition, a society has to answer ethical and social questions 
concerning the introduction of new technologies. Is the high 
cost of a new technology an argument against its introduction 
with public funds if the new method is of benefit to only a few 
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patients? Should expensive technology, destined for small 
groups of patients, be installed if it means a reduction in 
resources for prevention, basic health care, or other social 
services? Who is authorized to decide these issues (Martin 
1987a)? It is clear that many of these questions remain 
unanswered, while the health care system actually adopts 
technologies: a good case in point is the dramatic development 
in reproductive techniques (test tube babies, freezing of human 
embryos, etc.) (Gutzwiller 1985; Martin 1987b). 

The need for a systematic approach to the problems of health 
care led, more than ten years ago, to the creation of two non- 
governmental institutions: the Swiss Hospital and Public Health 
Institute (SKI) and the Association of Swiss Hospitals (VESKA), 
both based in the city of Aarau. The Conference of Directors 
(Ministers) of Cantonal Health Departments calls on the SKI 
to study specific problems, among them new medical tech- 
nologies, and to prepare recommendations. 

During the last few years, the SKI prepared reports about 
computerized tomography (CAT), various expensive new 
diagnostic and therapeutic technologies, coronary artery bypass 
graft surgery, the treatment of urinary lithiasis using shock 
waves, and recently also magnetic resonance imaging (MRI) 
(SKI 1980; 1984). 

In the case of both CAT and MRI, the need for determined 
numbers of diagnostic units was established but, in reality, those 
numbers were already surpassed at the time the reports were 
published. In other words, even though the cantons commis- 
sioned these reports, they circumvented the conclusions in many 
instances: the pressure of local interest groups, the competition 
among physicians and among hospitals often exerted greater 
influence. 


Conclusion: outlook uncertain 


Besides the factors that have already been discussed (demand for 
services, costs, physician density, hospitals, and technology), an 
additional major issue in shaping the future of the Swiss health 
care structure is the demographic development. According to 
indications from the Federal Statistical Office (Annuaire stat- 
istique de la Suisse 1985), there will be a slight growth in the 
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population to 6.8 million until the year 2025. However, the 
proportion of inhabitants aged 65-79 will grow by 52 per cent 
and the proportion aged 80 and over by as much as 217 per cent, 
up to 351,000 persons. This will have a marked impact on the 
morbidity and care structure within Switzerland. Today, from 
age 60 and over onwards, there is a doubling of the number of 
days of care in geriatric institutions for every five-year age 
group. 

In view of what has been argued here, namely that the Swiss 
health services perform relatively well, however at a high cost 
with clear signs of inefficiency, the prognosis as to the future is 
uncertain. Doubtless, however, costs will grow further owing 
to: 


oe 


Demographic changes resulting in an ever-older popula- 
tion. 
The high degree of utilization of services (already now). 
The further-increasing physician density. 
The technology revolution in health care that has only 
started and is not controlled. 
5 The increased demand and expectations of a public partly 

stimulated by growing mass media attention. 
6 The very structure of the Swiss health services, in which all 
(financial) incentives push towards expansion. 

(Sommer and Gutzwiller 1986) 


> W lo 


In order to face these challenges, the health policies in Switzer- 
land require thorough reorientation: away from a concern with 
mere cost control and towards attaining clearly specified health 
goals in the context of an organized system. However, until 
now no signs of a major change have been apparent. 

If ever this does occur, it remains to be seen to what extent 
changes in the health care system will improve the overall health 
of the Swiss population. 


Note 


1 Art. 24quinquies, 33, 69, and 69bis of the Constitution Fédérale de la 
Suisse for the OFSP; 34bis and 34quater for the OFAS; art. 34 and 34ter 
for the OFIAMT. 
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Two 

Issues in the health services 
of the United States 

Odin W. Anderson 














Preamble 


When the issues in the health services are examined across 
developed countries one is struck more by their similarities 
regardless of sources of funding, ownership, and organizational 
characteristics than by their differences. The differences are a 
matter of degree but vary enough along a continuum which can 
be explained by the historical, economic, political and social 
contexts from which the health services evolved. The con- 
tinuing major difference between the United States and other 
developed countries is that all other countries now have some 
form of universal health insurance so that all people are assured 
rather complete personal health services with little or ro cost at 
time of service. Another important difference is that universal 
health insurance is financed quite equitably so that the well-off 
are taxed more than the not so well-off in the population. 

The health service in the United States is of interest because it 
lies at the extreme end of a continuum of what I call market plus 
to market minus, the United States being market plus. All 
developed countries in the liberal—democratic orbit have a 
mixture of public-private ownership, sources of funding, range 
of services offered, and degrees of concepts of equality of cost 
sharing, distribution of facilities and access along this con- 
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tinuum. In the liberal-democratic orbit the health service in 

| Britain represents the market minus extreme in the continuum 
with its highly structured system, mainly one source of funding, 
one entry point, the general practitioner, and complete range of 
professionally recognized health services and goods. If the 
socialist countries are included, the USSR is furthest out on the 
continuum from the United States. 

What are the issues which are common to all developed 
countries? They can be listed in no particular rank order as 
financial, distributional, access, quality, equity, and organiza- 
tional. All agree in principle on equality of access regardless of 
income, age, and residence; however, equality of access is 
difficult to define and they do vary considerably in their 
attainment of utopian objectives. No one claims to have attained 
these objectives, but all have hopes for improvements in some 
undefined future. 

I will deal with each of these issues for the United States and 
try to show how they are products of the particular historical 
context in which its health services emerged and policies were 
formulated. 


The historical socio-political crucible 


After the Civil War in 1865 the American economy took offona 
tremendous period of expansion of basic industries — from food 
production to steel and transportation —in a political philo- 
sophical environment of limited government. Government was 
for the purpose of maintaining law and order, and to control the 
currency, educate the public through high school, run the post 
office, and defend the country from foreign enemies. The 
political process was representative government, open and 
periodic elections, pressure group politics, and sovereignty of 
the people through elections. For those who could not cope with 
making a living because of unemployment or sickness, the 
young because of loss of parents, and the old because of inability 
to work and no savings, the local governments and private 
charity provided a subsistence level of living after passing a rigid 
means test. Medical care was among the items of subsistence. 
Personal health services were regarded as a personal problem 
rather than a public one. During this period, however, com- 
municable disease control, clean water, clean food, and sewage 
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disposal were increasingly regarded as public problems because 
households could not manage these individually, thus the rise of 
public health departments. 

At the same time that the United States was going through 
this tremendous economic and industrial development the 
personal health services — general hospitals, physicians, nurses, 
and pharmacies — also took off in response to antisepsis and 
anesthesiology, which made surgery relatively free from post- 
operative infections and relatively painless. Medicine tied itself 
to the rising interest in science and more and more specific 
disease entities were diagnosed with specific therapies. 

Medical care therefore became costly. Hospitals were trans- 
formed from store houses for the indigent sick to institutions 
housing medical technology for everyone. The physicians were 
in fair abundance and those who were surgeons sought 
admission privileges for their private patients and in turn the 
physicians provided free care to the indigent sick. Later, general 
physicians also began to use the hospitals. 

As stated earlier, personal health services were regarded as a 
personal problem (except for the very poor) and the public 
treasury was not thought of as a source of funding for the 
working population who were relatively self-sufficient. Still, 
there was some ambivalence in that personal health services 
were not regarded as an ordinary consumer good either like 
clothing, furniture, wagons, and horses. Physicians and hospi- 
tals should not be regarded as pure profit-making entities and 
services, but should serve all people who sought their services. 
Undoubtedly this objective was breached frequently but, 
nevertheless, the basic value was there. The method of accom- 
modation to this ambivalence was the creation of the chartering 
of hospitals as non-profit service institutions governed by 
citizens’ boards in community after community. They were 
exempt from taxes, had no stock-holders, and were obliged to 
provide some free care in order to earn their tax exempt status. 

The capital to build the hospitals came from private phil- 
anthropists who were the new millionaires created by the 
enormous economic and industrial development before the First 
World War starting in 1914 in Europe. For example in 1860 
there were 41 millionaires and in 1870, ten years later, there were 
545! In addition there were countless local community fund 
drives to capitalize hospitals and make up the annual deficits for 
respectable deficits were the norm rather than embarrassing 
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surpluses. By 1930 there were 6,700 hospitals, the overwhelm- 
ing majority private non-profit hospitals. Fifty years earlier 
there were only 178 hospitals. 

The rapid economic and industrial expansion mentioned 
perforce resulted in a fast-growing segment of consumers with 
discretionary income such as the world had never seen before — 
a mass consumer and mass production economy. This mass 
consumer economy was apparently able to support the daily 
operation of the hospitals and physicians with hardly any 
support from the public treasury. Other countries, except 
possibly Canada and Australia, have been unable to capitalize 
and sustain a personal health service of the magnitude of that of 
the United States. In fact the private non-profit sector in this 

country became the main-stream delivery system rather than an 
adjunct of the public system as in other countries. When govern- 
ment in the United States was mandated through legislation to 
cover the elderly (Medicare: 1965) and the poor (Medicaid: 1965) 
it had to buy services from the private non-profit system by 
bargaining. A seeming anomaly, however, is the health services 
system for war veterans presumably for service-connected dis- 
abilities funded and administered by the Federal Government 
through the Veterans Administration. This program, however, 
accounts for only 5 per cent of health services expenditure in the 
United States. 

As personal health services became more expensive and costly 
episodes of illness increased, private insurance companies 
emerged to sell health insurance to employed groups beginning 
in the late 1930s. Eventually labor unions used health insurance 
as a bargaining chip for fringe benefits and in time the great 
majority of private health insurance was paid for by employers 
in lieu of wages. Even here there was ambivalence about profit 
companies because by volume about one-half of the health 
insurance is provided by non-profit companies. Non-profit 
companies claimed to be more community oriented than profit 
ones. 

Concurrently with the growth in voluntary health insurance 
there was proposed legislation in the Congress from 1937 to 
1952 for some type of national universal health insurance, but 
the Congress seemed never to consider universal health insur- ‘ 
ance seriously. As voluntary health insurance grew — covering 
75 per cent of the population in 1965 — the issue of universal 
health insurance receded, exposing the remaining inadequately 
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insured or uninsured, mainly the elderly, the poor, and the self- 
employed. Thus government insurance entered by the back 
door for elderly and poor people. 

As has been mentioned the hospitals are owned largely by 
non-profit boards of directors as custodians. The physicians are 
free-standing private practitioners still mainly paid on a fee-for- 
service basis although there is a shift to salary or shared income 
in private group practices. Physicians and hospitals in the United 
States reflect the entrepreneurial culture of American business. 
Over time a high proportion of physicians in private practice 
organized their own groups to facilitate division of labor in 
specialization and joint ownership of medical technology and 
utilization of supporting personnel. 

As can be inferred from the foregoing the US health services 
delivery system and its funding are very pluralistic. The private 
and public sectors are exceedingly intertwined through funding 
sources for daily operation and capital. These characteristics, of 
course, feed directly into the current problems and issues which 
I will now deal with categorically. 


| 
| II 
Introduction to major issues 
| 
Chronologically over the last one hundred years since the 
emergence of science-oriented medicine, issues have emerged 
more or less in the following order. At the beginning of the 
modern period (latter part of the nineteenth century) the major 
issue was the improvement in the quality of the physician 
through increasingly scientifically based medical education. The 
hospital became the physicians’ workshop and rapidly reflected 
the improved training of the physician. Next was an issue of 
supply of hospital beds and admission privileges of physicians. 
A concurrent issue was the distribution of hospitals and 
physicians for relative ease of access. However, the economy 
and the population were expanding and moving so rapidly that 
distribution did not become an issue until the health services 
system came to full maturity by the 1930s. 

Perhaps curiously I have not yet mentioned financial issues. It 
seems that funding for both capital expansion and day-to-day 
operation was sufficiently available from the sources mentioned 
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so that supply was meeting effective demand, say, up to the 
1930s. In the late 1930s effective demand without insurance 
became an issue for the broad middle income groups because of 
the rising costs of diagnosis and treatment. In that sense access 
became an issue, that is access without families becoming 
bankrupt. During the last ten years the financial issue is now the 
major one transcending all others. 

By any sense of reasonable standards of equity, this issue was 
not given high priority by the body politic or the Congress and 
State Legislatures until the 1960s as expressed in the Medicare 
Act for the elderly and the Medicaid Act for the poor. Implicit, I 
believe, was the concept of equity or justice to provide for those 
who had little, a basic minimum as expressed in the two acts 
mentioned rather than completely fair shares of the existing 
supply as is quite explicit in the British National Health Service. 
In other countries it seems there has been an attempt to move 
from equity to equality, the latter a utopian objective, which 
other countries are reconsidering as a practical goal. The United 
States has never been politically willing to meet the equity issue 
head-on by universal health insurance. 

Interestingly the issue of the organizational structure of the 
health services delivery system came relatively late (and also 
elsewhere). The free-standing hospital and the independent 
physician were accepted as a given first by the public, who paid 
directly for services as used, and later by industry and govern- 
ment. The payment mechanisms were grafted to the contem- 
porary structure of the delivery system with little or no attempts 
to control volume or cost. Now, the organizational issue is a 
paramount one along with the financial one. 

I will elaborate on these issues in the order in which they were 
mentioned as related chronologically to the development of the 
US health services. 


Quality issues 


The issue of quality is being raised again after having been taken 
more or less for granted from the 1930s to the 1970s. In the US 
context the issue is being raised again because the big buyers of 
services — the employers, insurance companies, and the govern- 
ment — riding hard on the continuing rising costs are now 
insisting that they get quality for price like buying an auto- 
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mobile or a television set. There are allegations of an excessive 
number of orders for laboratory tests or recommendations for 
“unnecessary” surgery or “unnecessary” hospital admissions and 
length of stay. The third party buyers of services, including the 
government, are also sensitive to allegations on the part of 
patients that they are being denied “necessary” services because 
of an obsessive concern, in their minds, of buyers with costs. 
Already there are Medicare patients who complain to their 
political representatives in Congress that they are being dis- 
charged from the hospital before they are well enough to leave in 
order to save money. The US funding and reimbursement 
system to providers enables the collection of records relating use 
to payments. Use is not buried in the general budget of a 
hospital or a physician’s practice, for example, but clearly 
accounted for, an example of customary cost accounting in 
business. Employers seem to assume that quality control 
methods which are common to manufacturing industries could 
be applied to personal health services as well. The personal 
health services are responding in organized services like group 
practice prepayment plans by setting up methods to monitor 
physicians’ practice to flush out the “outliers” those who appear 
to fall outside of usual practice patterns. The Federal Govern- 
ment in 1983 instituted what is known as Diagnostic Related 
Groups (DRGs) for controlling hospital costs for Medicare 
patients, to be described later. 

These methods, and there are more, are still quite unthinkable 
in other countries with global budgets for hospital and physician 
services. The actors sort themselves out, as it were, within the 
global budget and make their own decisions within it. The 
physician’s decisions are not intruded on directly. American 
business management methods are being applied in personal 
health services to an extent still unimaginable in other countries 
where professional prerogatives are so far a given. The 
American style is not conducive to overall social planning with 
clear structural boundaries and global budget caps. Its style is 
rather one of moving directly into the decision-making centers 
and now even for physicians. 


Access issues 


As alluded to briefly access issues did not surface until the late 
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1930s when it was felt by the broad, self-sufficient middle 
income groups that episodes of illnesses had become so costly 
that only the rich through their own resources and the poor 
through government and philanthropy could get adequate care 
without becoming bankrupt. Access to health services then 
became regarded as a problem of insuring risks against large 
medical bills which could be actuarially determined. The 
response was the rapid growth of private health insurance 
agencies, both non-profit and profit companies to meet this 
apparent need, and potential demand like fire and life insur- 
ance. 

The idea of legislating a government program of universal 
health insurance was under political consideration from 1937 to 
1952 during Democratic administrations, ending when the first 
Republican president since 1932 was elected, General Eisen- 
hower (of the Second World War). The Congress always 
appeared ambivalent about universal health insurance and was so 
split on the issue that the numerous bills proposed never reached 
the floor for a vote. The ambivalence was based on the concept 
of compulsory taxation for a personal responsibility and the 
justifiable fear that health insurance would press hard on other 
priorities of the Federal Government such as highways, social 
security pensions, and the military. The policy was to keep 
expenditures for personal health services in the private sector 
balance sheet as much as possible. On the other hand, however, 
elementary and high school education for every child was, and 
is, regarded as a right, paid for by taxes, and attendance made 
compulsory beginning during the latter nineteenth century. The 
American value was to enable everybody to have an equal start 
in life by education, but not necessarily equal results in the 
income and job hierarchy. It took a long time to regard personal 
health services as a public problem and this view continues in 
various subtler forms. 

In addition to the desire of the general public for some kind of 
insurance to protect themselves from costly medical contingen- 
cies, hospitals were in dire economic circumstances during the 
depression of the 1930s and could benefit from a steady income 
from insurance payments. Interestingly enough, however, 
health insurance for hospital services was not accepted readily by 
hospitals and not even initiated by them but proposed by a 
young leadership not directly connected with the hospitals. 
Quite soon, nevertheless, the American Hospital Association 
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endorsed the concept after experience showed that non-profit 
hospital insurance was a viable concept for hospitals. 

It can then be said that from the 1930s to the Medicare and 
Medicaid Acts passed by the Congress in 1965 access was 
regarded as a broad middle-income problem. Private health 
insurance, or rather the usual designation, voluntary health 
insurance, was regarded as an adequate solution to access, that is 
avoiding bankruptcy. The term “voluntary” was congenial to 
the American value of self-reliance through insurance without 
government compulsion. Still, given the ability of human nature 
to accommodate to contradictions, when the enrollment in 
health insurance as a fringe benefit was eventually made a condi- 
tion of employment the issue of compulsion was not raised. 
Basically the foregoing actions were regarded as equitable in the 
American context until public consciousness somehow was 
raised to the realization that elderly and poor people were not 
sharing adequately in the expanding health services enterprise, 
and that voluntary health insurance was inherently incapable of 
covering the elderly, the poor, and the uninsured through 
marketing to employed groups because these sectors of the 
population were outside of the labor market and could not 
practically be included. 

In so far as voluntary health insurance and Medicare were 
designed to protect households from acute short-term illnesses 
the problem of long-term illness and its financing has remained a 
severe problem. Voluntary health insurance and Medicare in an 
ad hoc fashion threw this problem to Medicaid which became 
responsible eventually for financing around 50 per cent or more 
of nursing home care, the balance coming from private sources 
of the patients who had the means. If the latter patients lived 
long enough they would eventually deplete their resources so 
that they were then eligible for Medicaid through the federal- 
state program. This is called the “spend-down” concept and is 
demeaning to people who have been self-sustaining all their 
lives. 

Congress has recently enacted (1988) after long debate a so- 
called “catastrophic” addition to the Medicare Act which will 
soften the financial impact of very expensive and relatively long- 
drawn out costs of convalescing from acute illness. The costs of 
long term chronic illness leading to long stays in nursing homes 
e.g. to replace the means test through Medicaid are also under 
consideration, but was too big a leap for Congress to make at 
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this time. It is pertinent, also, to observe that this “catastrophic” 
measure is completely financed within the Medicare population, 
an income transfer within the elderly age group. It is believed 
that there are now a large enough proportion of “affluent” 
elderly to help support the less affluent ones estimated at 40 per 
cent of the elderly. Thus there is no burden on the public 
budget. 


Distributional issues 


The US health services enterprise developed rapidly without let 
or hindrance funded mainly from the private sector. Up to the 
Medicare and Medicaid Acts funding from various levels of 
government — federal, state, local— amounted to less than 
21 per cent (which included the Veteran’s Administration). The 
number of hospital beds, physicians, nurses, dentists, pharmac- 
ists, and supporting personnel kept pace with the growth of the 
population. Naturally these facilities and personnel were not 
distributed more or less equally in relation to population 
clusters. There had been no overall planning, inherently 
impossible in the American context. The dynamo of the health | 
services delivery system, the general hospital, was regarded as 
the most inequitably distributed for reasonable ease of access and 
for attracting physicians as well, particularly for rural areas. The 
agricultural lobby in the Congress was strong. The issue of 
distribution became politically viable right after the end of the 
Second World War in 1945. 

During the depression in the 1930s and the war in the 1940s 
hospitals were neglected as to maintenance, improvements, and ; 
distribution. The early philanthropic sources of capital funding 
were drying up and capital had to come from other sources such . 
as community fund drives, as a part of per diem charges, and 
loans. (The minority of government-owned hospitals were, of 
course, funded by taxation.) 

The American answer, congenial to its private-public sector 
interrelationships, was a federal subsidy to hospital building or 
renovation for start-up costs to which local communities would 
match a certain per cent of the total cost. The legislative vehicle 
was the Hospital Survey and Construction Act of 1946 popul- 
arly known as Hill-Burton in honor of its sponsors. The result 
was a shot in the arm for hospital expansion in the United States 
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with emphasis on rural areas to attract physicians. The major 
purpose was to buttress the voluntary hospitals. The Federal 
Government through general revenue contributed around 25 per 
cent of the total cost and the states and communities the balance. 
The Federal legislative strategy was to make a one-time con- 
tribution and then pull out so as not to be accused of interfering 
with local autonomy in the operation of the hospitals. The Act 
had multipartisan support from all relevant political pressure 
groups — labor, the American Hospital Association, American 
Public Health Association, and the American Medical Associa- 
tion. These pressure groups could agree on supply but not on 
universal health insurance to facilitate access. This Act was in 
effect for over twenty-five years. It accomplished its legislative 
purpose according to all observers, an unusual political 
achievement. Some retrospective critics felt that the Act 
stimulated the building of too many small hospitals in rural areas 
which could not equip or staff themselves for adequate hospital 
care as more and more technology emerged. As of 1946, how- 
ever, and for quite a few years thereafter the original intent was 
carried out as of the state of the art at that time. Currently many 
relatively small rural hospitals are in jeopardy because of low- 
occupancy rates, low technology, and pressures for low rates 
from government and insurance companies. The larger hospitals 
are the magnets for referrals today, but still rural areas are 
reluctant to give up their hospitals. 

During the three decades after the Second World War there 
were federal initiatives to increase the supply of personnel as 
well — physicians, dentists, nurses, pharmacists, and laboratory 
technicians by a variety of means — loans, scholarships, subsidies 
to educational institutions. There was a political consensus that 
there would be a shortage of personnel as well as hospital beds. 
The hope was that an increase in physicians, for example, would 
induce some of them at least to practice in rural areas. A 
particular method to induce graduating medical students to 
practice for a period in under-served areas and who had received 
loans for their costs of training was to write off a portion of their 
loans for each year in such practice. A large minority, incident- 
ally, paid off their loans early and shortened their obligated 
service period. “Indenturing” physicians has not been success- 
ful by any reasonable standard. There is an economic assump- 
tion that an increase in the supply of physicians would force 
physicians to set up practice in the small cities and rural areas. 
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There is some evidence for this improved distribution, but inner 
cities and poor rural areas cannot inherently be well served 
without rather generous public subsidy, even then, high turn- 
over can be expected. 

During this same long period there were attempts by the 
Federal Government through the Public Health Service to sub- 
sidize voluntary community hospital councils in order to get 
hospitals to work together in evolving a rational distribution of 
hospital beds and high medical technology. All of the major 
cities had such a council made up of hospital, medical, and 
citizen and consumer representatives. These councils were not 
particularly successful in terms of the objective of avoiding 
duplications but they did get communities to review their total 
hospital facilities. 

Another federal government initiative was to hasten the 
distribution and application of new medical procedures for heart 
disease, cancer, and stroke by giving grants to medical schools 
to relate them systematically to practicing physicians in their 
areas. The methods of doing so were continuing education, 
consultations from medical schools, and possibly also some kind 
of affiliations with the medical school. This was known as the 
Regional Medical Program. All the foregoing was superseded 
by the Health Resources and Planning Act of 1974 but more of 
this under financial issues. 

It should be evident from the foregoing that the many free- 
standing pressure group interests floating on an essentially 
private non-governmental delivery system and valued as such in 
the American historical context led to the seeming welter of 
measures to improve distribution. Effective distribution 
requires, it would seem, a large degree of mandated direction 
and financial incentives. Mandated direction is not conducive to 
the American political ethos hence the body politic settles for a 
comparatively low common denominator of a concept of equal- 
ity and justice to which I now turn. 


Equity issues 


It would seem that the equity issue came to a head with the 
passage of the Medicare and Medicaid Acts of 1965. President 
Lyndon B. Johnson became president in 1963 following Presi- 
dent Kennedy’s assassination. The next five years opened a 
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flood-gate of social welfare type legislation. Johnson declared 
“war on poverty.” The employed segment of the population 
was in the main covered by voluntary health insurance. The 
poor had a wide variety of state programs with some subsidy 
from the federal government. They came to be regarded as 
largely inadequate. The elderly were in the main not in the labor 
force and the standard employer-employee health insurance 
could not or would not raise premiums to continue coverage for 
the increasing number of retired workers. 

Universal health insurance for the elderly became a viable 
political issue with eventual bi-partisan support and that of the 
broad middle income groups as well. The euphoria of the “war 
on poverty” also included the poor, thus Medicaid. Medicare 
was conceived as a federally financed and administered program. 
Medicaid was conceived as a federal-state jointly financed 
program, but administered by the states. The states were 
given the option to participate or not, but all but Arizona came 
in because of the temptation of federal subsidy if the state 
complied with certain standards of range of services. The 
American Medical Association vigorously opposed Medicare 
because many elderly could not be classified as poor. The 
Association more or less went along with hospital services as 
long as physicians’ services were not included. The Association 
supported Medicaid for the poor. By a brilliant political move 
the Congress then made physicians’ insurance voluntary for the 
elderly but hospital insurance compulsory, thus retaining the 
voluntary character of American health insurance. As it turned 
out close to 95 per cent of the elderly applied for physicians’ 
insurance, paying a large part of the cost directly. Medicare is 
financed by payroll deduction on the working population by 
both employer and employee. For Medicaid, the financing 
comes from federal and state general revenue, the states received 
subsidies on an average of 50 per cent of expenditures for a 
rather comprehensive range of benefits as mandated by the sub- 
sidy. By and large state programs for the poor were upgraded. 
These two programs, the poor and the elderly, and the 80 per 
cent or so of the population covered by voluntary health 
insurance muted the political issue drive of universal health 
insurance. Only around 10 per cent of the population for a 
variety of reasons remained without insurance. They were not a 
political force in an interested group political process. The poor 
through Medicaid rode the wave of greater equity despite their 
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lack of political clout. The country was prosperous and general 
revenue was quite adequate. The poor and the elderly were to be 
integrated into the main stream of the American delivery system 
of free choice of physicians and hospitals. It was thereby hoped 
that there would be a one class system. 

The euphoria of equality was short-lived as the general infla- 
tion of the economy affected the health services economy as 
well. The inflation in the health services economy was exceeding 
that of the general economy exacerbated by increased use by the 
elderly and the poor. It should be noted that the increased use by 
the elderly and poor was intended, but when the price tag for 
greater equity came in, the Federal and State governments were 
shocked. By the late 1970s methods to slow costs began to be 
applied and more and more financial controls were established. 
A fiscal policy replaced an equity policy, although the relevant 
decision makers disagree that equity has been jeopardized. They 
feel that there is so much fat in the health services delivery 
system that by squeezing out this fat a more efficient and equit- 
able system will emerge. I now turn to financial issues and their 
management. 


Financial issues 


Only a few years after the enactment of the Medicare and 
Medicaid Acts the country began to enter a period of attempts at 
cost containment, not necessarily an absolute expenditure reduc- 
tion but a slowing of the pace of increase which was the most 
realistic alternative possible. A few suggested that the expendi- 
tures for health services be tied to the rise in the GNP and no 
higher. This latter alternative was clearly unrealistic. The health 
services were then entering a period of as much direct manage- 
ment and control as possible — the “as possible” a very nebulous 
concept. Up to the early 1970s the unexpressed general policy 
had been “more”; now it was less expenditure at less volume but 
good quality and also care for the elderly, the chronically ill, and 
the under-served. Highest priority, however, was given to the 
acutely ill under Medicare for which this act was designed and 
became untouchable politically. 

Attempts to control expenditure took several forms indicative 
of the complexity of the problem since no one method seemed 
to be sufficient; in fact they might be contradictory. Some 


62 


ne 


2 








Health services of the United States 


controls were directed at the supply of hospital beds in order to 
stop their increase and gradually decrease them. There was a 
consensus that there was an oversupply of beds thus increasing 
the overall social costs of hospital-based services. Occupancy 
rates were falling as well. State after state passed so-called 
“certificate of need” laws to regulate the supply of hospital beds. 
Similarly state after state passed “rate review” laws to regulate 
the charges that hospitals made for their services, in other words 
price control. There were no similar controls on physician 
charges, although by the early 1980s the Federal Government 
simply froze the physicians’ fees for Medicare and the states, in 
effect, did the same for Medicaid. Further, beginning in the early 
1980s the Federal Government established around 467 Diag- 
nostic Related Groups (DRGs) of diagnoses that were more or 
less similar in use of resources in order to set average length of 
stay standards and average cost per case. In effect, then, there 
were 467 budget caps rather than a negotiated cost plus retro- 
spective global budget for each hospital for Medicare patients. If 
hospital costs exceeded the average national costs they or the 
patients had to pay the excess; if the cost was less hospitals could 
keep the surplus. Fiscal controls on the patients were also 
increased by charges at time of service to discourage “un- 
necessary” use. It is unlikely that the DRG method of cost 
containment will become permanent. It is a very complex and 
cumbersome method. At most it may be simplified. Hospitals 
are learning how to cost account by diagnosis. Possibly, as in 
Canada, there may be global budgeting for hospitals allowing a 
fair degree of internal budget allocation discretion. It is also 
likely that both physicians and hospital administrators will be 
using the quality imperative as a tactic to loosen the DRG 
method. There are already anecdotes in testimony before 
Congressional Committees of “premature” discharge of elderly 
patients. 

The foregoing relates to the programs and populations 
mandated for services through the government sector from 
payroll taxes and general revenue. The private sector repre- 
sented by business and industry which was contributing around 
80 per cent of the costs of voluntary health insurance through 
labor — management fringe-benefit contracts was also aroused 
by the pressures on their payrolls and profit margins. Business 
and industry began to set up so-called coalitions for cost con- 
tainment as bargaining agencies with the providers. It will be 


63 


ST ————— ES 


Success and Crisis in National Health Systems 


recalled in the private sector there are many buyers negotiating 
independently of each other — literally thousands throughout the 
nation -and coalitions might be helpful in driving hard 
bargains with providers to reduce their charges. 

Still, regulation of supply and price, and freezing fees did not 
seem to keep the expenditures from rising either. There was an 
inherent cost expansion dynamism in personal health services 

| transcending all attempts at whatever was regarded as “afford- 
able,” a term that now had wide use but not specified. One is 4 
assumed to know what “affordable” means. 

Affordable implicitly got to mean what would be the market 
price where the classical concepts of supply and demand would 4 
cross. Whatever the consumers (and third party) thought they 
would be willing to pay if the health services would be provided 
by groups of physicians competing on price, quality, and con- 
venience, an efficient delivery system would emerge according 
to classical market principles. 

Thus in the early 1970s the concept of employers offering 
competitive options to their employees began to spread. 
Employers would offer several options from the main-stream 
system plus insurance to group practice prepayment. The 
employers would offer a flat percentage contribution of the 
premiums above which employees would pay out-of-pocket for 
more or less expensive health insurance plans depending on their 


preferences. The Federal Government also began to ask for bids i 
from group practice prepayment plans (eventually being called * 
Health Maintenance Organizations, HMOs) in order to reduce . 
costs. (This is still in an experimental and developing stage.) ’ 





The much-touted advantage of the HMO type of health 
services delivery method is that there is a known group of 
physicians, a known supply of hospital beds under contract, a 
known population to be served, a known range of services 
guaranteed, and a known annual budget all under one manage- 
ment responsible for the whole enterprise and voluntary ! 
enrollment. The physicians, the dominant resource allocaters, “ 
are under risk as well as the management and thus have an 
incentive to prescribe services that are truly necessary rather than 
only questionably necessary or marginal. They compete with 
other health services plans for patients. 

Currently roughly 12 per cent of the population of the 
country is enrolled in HMOs and the competitive option 
concept, but in local areas such as Minneapolis — St Paul there 





64 


CE,  _____—— 


Health services of the United States 


are penetrations up to 50 per cent of the health services market. 
Hospital use is falling, physicians are scrambling for participa- 
tion in the HMOs or be left out, and expenditures were rising 
less rapidly but are accelerating again. (The foregoing is a brief 
and stark description of a competitive option concept and its 
current application which could fill a book.) 
So, out of the pervasive entrepreneurial and competitive 
culture the United States is the only country which is trying out 
this concept in the health services, an enterprise usually regarded 
as not appropriate for the market place. American pragmatism 
seems, however, to want to try everything, and all at once. The 
existing combination of regulation of supply and prices and | 
competition may, however, vitiate the possibility of really | 
testing out the competitive option approach. 


Organizational issues 


Organizational issues became important as expenditures for 
personal health services rose rapidly. They thus are concurrent, 
and some allusion has already been made to them in the previous 
section. Still, organizational issues, that is how to deliver health 
services in order to carry out their health care mission efficiently 
and conveniently, have a long history in the development of the 
US health services. 

It will be recalled that the dominant health services delivery 
pattern became the autonomous hospital charging on a per diem 
and per service basis and the autonomous physician charging 
fee-for-each service and obtaining hospital admission privileges. 
Until the 1930s this system functioned without health insurance, 
that is third party payor. When voluntary health insurance did 
emerge and later the enormous governmental programs of 
Medicare and Medicaid, this going system was taken as a given, 
the third party agencies simply paid the charges more or less as 
submitted. 

Early on, however, mainly in the 1930s when voluntary 
health insurance was grafted on to this mainstream system, 
organizational innovations appeared in the form of physician 
group practice prepayment described earlier as HMOs. The 
group practice prepayment concept with salaried physicians was 
organized by consumer groups as cooperatives in various parts 
of the country, and later also by community boards such as the 
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Health Insurance Plan of Greater New York in 1946 and by 
industry backing such as Kaiser Permanente on the West Coast 
during the Second World War for the shipbuilding industry. 
Counter moves were made by county medical societies in the 
states of Washington and Oregon but physicians retained their 
own practices and were paid (and still are) fee-for-service with 
monitoring of physicians’ profile characteristic of HMOs. The 
fee-for-service types are now called Independent Practice 
Associations (IPAs). 

These organizations were an issue within the medical profes- 
sion, the mainstream profession attacking them vigorously and 
on occasion venomously. They grew very slowly, however, not 
entirely due to medical opposition but also due to public 
indifference. Interestingly, private group practices organized and 
owned by physicians themselves without prepayment and 
charging fees grew quite rapidly among specialists. There was 
some hostility from the solo-fee-for-service practitioners (the 
great majority of physicians until after the Second World War) 
but this had no effect. After all private group practice was still 
private practice under medical control. 

When costs became an issue both for the employers and 
government in the early 1970s the group practice prepayment 
type of delivery caught the attention of the big buyers of services 
as a means of controlling costs by competition between groups 
of physicians as described. For example in the early 1970s, the 
Nixon administration did not want to embrace universal health 
insurance as a method of controlling costs, fearing it was not 
possible anyway, and accepted the concept of competition, a 
concept congenial to the political position of that administration. 
In fact, an agency was set up to sponsor and stimulate the 
growth of HMOs through low-interest loans. This agency was 
supported with various degrees of enthusiasm right through the 
Carter administration and into the Reagan administration. It 
became attenuated as the years went on in that the HMO con- 
cept took off anyway as private lending agencies saw their 
growth possibilities. There are now over 600 HMOs of various 
types covering around 12 per cent of the population as cited 
earlier. 

At the present time the organizational issue is no longer an 
issue. In fact the mainstream health services delivery system is 
on the defensive as more and more physicians join HMOs in 
order to maintain and protect their practice turfs. The US health 


66 


Health services of the United States 


services delivery system is restructuring itself into corporate 
arrangements which would take a book to describe. We are in an 
extremely dynamic era and it is difficult to predict what the 
system will look like after it reaches some kind of an equilib- 
rium, as all systems must in due course, even temporarily. What 
is of interest in cross-national comparisons of health services 
delivery systems is that the US system has evolved with little 
government-directed planning and regulation. The changes 
have taken place by fiscal measures from both private and 
government buyers. In this sense it can be said the system has 
been reactive, but it would seem as the system began to react a 
momentum of change was set in motion so that it now appears 
to be more proactive than reactive. It is pertinent to observe that 
countries with universal health insurance and which therefore 
have been monopoly buyers of health services for at least two 
generations have had the effect of freezing the health services 
delivery system as of the time that universal health insurance 
was enacted. Accustomed bureaucratic patterns are not easy to 
change. 


Overview 


Given the review of the foregoing major issues present in all 
health services delivery systems of developed countries what 
appears to be distinctive in the United States? The primary one is 
the continued presence of the uninsured segment of the popula- 
tion estimated at over 10 per cent of the population plus the 
relative inadequacy of the insurance for another portion of the 
population (difficult to estimate depending on the criteria used). 
This condition is peculiar to the United States today, but not 
peculiar to the evolution of universal health insurance in all 
currently developed countries. All countries have started with 
segments of the population for inclusion under health insurance, 
usually the low-income employed segment and the unemployed 
poor being served by public welfare. Gradually other countries 
included the self-employed, and the farmers, segments normally 
difficult to cover operationally because of methods of tax collec- 
tion and geography. In time all countries covered the entire 
population in some way or other assuring more or less equal 
services for all as far as payment was concerned. The distribu- 
tion of services, another element of equity, remains a problem 
everywhere particularly in rural and remote areas. 
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The aversion to a single universal health insurance system in 
the United States has then led to an extremely incremental 
approach, comparatively, starting with the elderly and another 
system for the poor, or particular diseases like kidney disease for 
dialysis or transplants. The heart of the concept of coverage has 
been employed groups through labor-management fringe- 
benefit negotiations. Other segments of the population are 
approached as special problems around this core. Current 
concerns getting more public attention are the uninsured and 
those with long-term illnesses. Again, these segments are 
handled as special problems to be solved by special programs 
and financial arrangements without affecting the public treasury 
but to be done through employers, out-of-pocket expenses for 
insurance from individuals, and so on. The public treasury is 
politically untouchable. In the United States the issue is to 
contain the expansion of the public sector by relying on the 
private sector. Elsewhere it seems the issue is to contain the 
possible expansion of the private sector, and its assumed 
inequities, and maintain the status quo of the public sector and 
its assumed equity. 

In its incremental way the United States is groping toward 
universal coverage without an overall universal governmental 
health insurance system made up of segments of the population 
with literally separate budgets, sources of finance, and pro- 
grams, a layer cake, as it were, reflecting the occupational and 
social structure of US society. Currently cost containment is to 
be a combination of regulation of supply and price, competitive 
options facilitated by employers, and selected budget caps like 
the DRGs. Other countries are relying, so far, mainly on global 
budget caps. 

The United States is trying to assure universality and equity 
without overall planning as is being attempted more and more in 
other countries. The Health Resources Planning Act of 1974 — 
signed into law by a Republican president, Gerald Ford, to set 
up a framework to contain supply and cost —is being dis- 
mantled. Planning attempts and methods in other countries can 
also fill a book, but so far they have not been overwhelmingly 
successful in their objectives. The usual complaints of the 
technocrats trying to make and apply plans is that politics get in 
the way. Indeed, what is planning but essentially a political 
process? Planning in the United States has become planning by 
separate giant medical complexes sparring for markets and turf 
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with other complexes similar to business and industry. The 
volume and quality of health high-tech facilities equipment and 
personnel in the United States are the envy of the world, but we 
are not envied for our sense of equity in making them accessible. 
We may be trading off equity for innovation in delivery and cost 
and responding to a broad segment of the population with 
discretionary income. I have predicted that were the United 
States to embark on a truly universal health insurance system 
like the European countries and Canada, 40 per cent of the 
population would opt out for a private system to assure 
convenience of access and amenities which government in the 
United States and elsewhere seem incapable of providing for 
upper income groups wanting more than the standard but 
possibly medically adequate convenience and service. All 
countries are beginning to ponder the concept of a basic 
minimum of health services to be available to everyone, because 
a professionally prescribed standard for everyone is not regarded 
as “affordable” through taxation. The value question then arises: 
If all cannot have it should no one have it? In other countries the 
issue of “privatization,” that is encouraging or at least tolerating 
the growth of private health insurance to take the pressure off 
the competing priorities placed on the public treasury, is emerg- 
ing as a political issue. 
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New Zealand is a small country, and for most North Americans 
and Europeans it is literally at the other end of the earth, located 
in the south-west Pacific, one thousand miles south-east of 
Australia. Its 3.3 million people live on two main islands — the 
North Island and the South Island — separated by the Cook 
Strait. The land is comparable in size to the British Isles, running 
approximately 960 miles from north to south, its width varying 
but at its greatest point it is 270 miles wide. 

It is for Europeans a relatively new country, the first white 
settlement occurring in the early nineteenth century, although 
there was already a Polynesian population there — the Maoris — 
for some 800 or 900 years prior to the white man’s arrival. The 
population today is predominantly of European origin (85.8 per 
cent); 8.9 per cent are Maoris, and 2.8 per cent are more recent 
Polynesian immigrants from the nearby Pacific islands. 

The South Island is slightly larger in size but its population is 
decreasing as more and more people move to the North Island 
with its slightly milder climate, greater urbanization, and 
economic opportunities. Approximately 73 per cent of the New 
Zealand population now resides on the North Island. 

Its economy is overwhelmingly agricultural, its principal 
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exports being meat, dairy products, wool, fruits and vegetables, 
and wood products (New Zealand Official Yearbook 1985: 624); 
70 per cent of its exports can be assigned to these categories. The 
significance of this is that New Zealand is heavily dependent on 
agricultural earnings to finance the purchase of cars, airplanes, 
machinery, oil, medical equipment, and so on. Nearly the same 
percentage of imports are for manufactured goods. When the 
price of wool falls or when its entrée to European or other 
markets for meat and dairy products is curtailed, New Zealand 
has less money to purchase needed manufactured goods and 
other essentials. As we shall see, this has considerable signi- 
ficance for the development of its health services. 

Its health system, while influenced by and bearing many 
similarities to other developed nations, is organizationally an 
outgrowth of the country’s history and social philosophy. New 
Zealand historian, Keith Sinclair (1959), put it this way: 


New Zealand’s social security system was shaped by the ideal 
of equality; it made men more free. Only a fortunate country 
could have afforded it, but it was not merely a by-product of 
reviving prosperity. It was created by the general will — a will 
which had sought expression from the earliest days; .. . 
inspired, in the colonial period, by the humanitarianism of the 
missionaries and by the utilitarian creed, “the greatest good of 
the greatest number”. . . 

“Welfare” — “insulation” — meant the State. Perhaps that is 
the most striking feature of New Zealand’s history. From the 
beginning the settlers have sought to achieve their aspirations 
through the medium of government. activity. Farmers’ 
governments or workers’ governments alike have extended 
their sphere of action. Slumps and wars alike led to further 
centralization of power. 

(Sinclair 1959: 263, 265) 


The benchmark for the present health system is the Social 
Security Act, 1938, introduced by the first Labour government, 
which held power initially from 1935 to 1949. As Henry Lang, 
former Secretary of Treasury, put it, the Labour government 
sought to “make hospital and other health services universally 
available to all New Zealanders in a publicly funded health care 
program with no direct charge to the patient” (Lang 1987: 143). 
In democratic societies - and New Zealand is one — what a 
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political party sees as needed may not be fully accomplished 
even when it has a parliamentary majority. Compromises are 
made, and so they were in New Zealand. What emerged was a 
publicly financed hospital service providing in-patient and out- 
patient care by salaried specialists without direct charge to the 
patient. Hospital specialists, however, had the option of limited 
private practice in their private consulting rooms and in private 
hospitals, and could charge a fee for such care. There was to be 
no private care in public hospitals as is the case in British public 
hospitals. Primary care was to be provided by general prac- 
titioners (GPs) mostly on a fee-for-service basis with the 
government paying a portion of the fee. 


Primary care 


Over half of the GPs are in solo practice, and over one-third are 
in group practice (Mackay 1984: 424). The remainder practice in 
health centers run or subsidized by locally elected hospital 
boards. The prevailing mechanism for paying for care is fee-for- 
service except in a few special hardship areas (fifteen in 1984) 
where a salaried general practitioner service is available without 
direct charge to the patient. In 1986 GP fees fell in the $12—20 
range, government paying only $1.25 of that amount. (All $ 
references are to New Zealand dollars.) The discrepancy 
between the doctor’s charge and the government’s General 
Medical Service (GMS) payment has been one of the principal 
stimuli for many taking out private health insurance, and it has 
also led to pressure from some medical practitioners for govern- 
ment to raise the payment because it was believed that costs 
were preventing some people from seeing the doctor when they 
should. 

When the Social Security Act, 1938, was passed the medical 
profession vigorously fought the idea of a general practitioner 
service which could not charge the patient for service: the 
profession did not want government control over what it could 
charge. After some years of spirited negotiation, government 
gave in to the medical profession and agreed to pay 7s 6d 
(75 cents) for each patient visit. At the time (1941) this covered 
75-100 per cent of the prevailing charge. Despite inflation no 
change in this payment occurred for thirty-one years when, in 
1972, the payment was raised to $1.25 where it has remained, as 
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of 1986, for fourteen years. In retrospect the medical profession 
could argue that this justifies the profession’s reluctance and 
refusal to agree initially to a scheme whereby government 
payments would be accepted as full payment for their services. 
Conversely government could argue that since the profession 
was free to raise its fees, there was no reason or pressure for 
government to increase the GMS benefit unless the extra patient 
payments proved burdensome and/or deterred some from 
seeking medical advice, which is what some practitioners are 
now saying occurs. 

Supportive of the medical profession’s position is the experi- 
ence of general practitioners who handle obstetric cases. 
Although there is a general practitioner agreement to accept the 
government payment as full payment for maternity services 
with the understanding that the government payment would be 
renegotiated periodically, some GPs feel that the renegotiation 
has not taken place as frequently as it should and that the current 
payment for obstetric care is much too low. One GP told the 
author that the payment for an obstetric visit is half what he 
charges for a regular office visit, and as a result he is cutting back 
on the number of obstetric cases he will handle. 

The “saving grace” for the GPs in providing routine non- 
obstetric care has been their freedom to raise their fees as 
inflation took its toll on the economy, and raise them they did 
over the years to their current level. As fees rose, however, more 
and more people took out private health insurance, which 
covered 80 per cent of the portion not paid for by the govern- 
ment subsidy. In 1986 an estimated 40 per cent of the population 
had private health insurance. 

There were, however, a few special adjustments in the above 
payment schedule. In 1969 when the GMS payment was 
75 cents, government doubled the payment to $1.50 for 
beneficiaries (pensioners and their dependants). In 1972 when 
the GMS payment was raised to $1.25, a special payment of $2 
was introduced for children, and the beneficiary allowance was 
also raised to this level. In 1974 the payment was increased to $3 
for pensioners and children, and the chronically ill were also 
included to receive this added contribution towards the doctor’s 
fee per consultation. In 1978 the payment was increased to $4.75 
for children only. Lang (1987: 152) points out that during this 
period inflation was “reasonably substantial.” In 1984 the 
Labour government proposed to raise the payment for children’s 
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visits to $9.50 with some added adjustments for urgent consulta- 
tions and home visits. This would be financed by a $1 per 
prescription charge except for those under 16, beneficiaries, and 
the chronically ill, and for the purchase of contraceptives. The 
proposed added payment would be contingent on the doctors’ 
agreeing to limit their fees, to charge only a set amount for each 
child’s visit over and above the proposed payment. As in the 
beginning, some forty-six years earlier, controversy with the 
profession erupted and, as before, government capitulated by 
agreeing to pay $10.25 per visit, and leaving doctors free to 
charge whatever they wished but with a fee complaint mechan- 
ism for families who felt the additional doctor’s charge exces- 
sive. The complaint mechanism “would comprise a Fees 
Complaint Officer (a doctor) plus 2 other doctors and one lay 
person nominated by the Minister in each of the 21 divisions of 
the Medical Association” (Lang 1987: 153). Given the New 
Zealand egalitarian social ethic which pervades the society, 
including the medical profession, it would be rash — indeed, 
unfair — to suggest that this mechanism is like having the fox 
protect the chickens. What is perhaps the weakness of the 
mechanism is its seeming failure to recognize that patients will 
generally be reluctant to file complaints against a doctor with 
whom they may feel they need to maintain a relationship. 
Shortly after the above agreement, significant salary increases 
were granted by government to doctors employed by the public 
hospitals, leading some GPs to increase their usual charges 
substantially. If this fee jump becomes universal, public pressure 
on government to raise the regular GMS allowance of $1.25 is 
likely to develop because the lower socio-economic population 
will find the added cost inhibiting their access to care and the 
more affluent will resent the added charges because of the likely 
increase in private health insurance premium rates. Partial 
payment of the doctor’s fee by the patient can, of course, be an 
effective and, many would say, an appropriate mechanism for 
containing costs by deterring frivolous visits to the doctor such 
as for conditions we would normally expect patients to deal with 
on their own at home, the common cold for instance. The 
experiences of insurance programs in the United States have 
amply demonstrated that when full payment is made to the 
doctor by the insurance policy, visits to the doctor are more 
frequent and the costs of insurance considerably higher. But if 
co-payments are too large they can deter a patient from seeing 
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the doctor when a visit ought to be made for sound medical 
reasons. The appropriate level of co-payment is, however, not 

easily decided upon. The sum might deter a low-income person, 

but not one with a higher income. If the co-payment is lowered 

to strike a better balance for the low-income person, the lower , 
co-payment can be an inducement for the increased utilization 

by higher-income people. Thus the co-payment mechanism 

poses dilemmas not only for patients but also for insurers, and — : 
in New Zealand — for government. The dilemmas are not easily 
resolved. 


Securing access to care 


When a New Zealander wants a medical consultation he or she : 
normally goes to the general practitioner’s office, though home 
visits by the GP sometimes occur. Some people seek primary 
care at the emergency department of the few urban hospitals 
which have staffed emergency rooms. As Joan Mackay (1984: 
429) pointed out in her description of the New Zealand health 
system, the use of emergency rooms is common among recent 
Pacific island immigrants who customarily secured such care on 
the islands, and also by those who want to avoid paying a 
portion of the general practitioner’s fee. 

If treatment by the GP requires medication, the patient takes 
the prescription to a private pharmacy and, except in the cases 
cited earlier, a patient charge of $1 is now made and the 
government pays the balance. If the GP feels that further medical 
consultation is necessary the patient is referred to the hospital 
out-patient department where specialist consultation is provided 
without charge. The patient may prefer, however, to have a 
private consultation in which event the government will pay a 
specialist consultation benefit, the patient paying the balance of 
the specialist's charge. Emergency or urgently needed consulta- 
tions are handled promptly but when not urgent there may be a 
delay at public hospital, the length of delay depending on the 
clinical department’s workload, which is affected by the 
availability of clinicians, nurses, technicians, space, and equip- 
ment. The waiting list for consultation induces many patients to 
seek private consultation. 

Where hospitalization is necessary the patient may be 
admitted to the public hospital where the care is provided 
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without any direct charge to the patient, or the patient may elect 
to go to a private hospital where the patient will receive a 
hospital bill and a private doctor’s bill. In private hospital, 
government pays a portion of the cost and the patient or 
patient's insurance covers the rest. Urgent cases are promptly 
admitted to public hospital, but when not urgent the patient 
may be put on a waiting list; the waiting time varies depending 
on the availability of beds, surgical theatre time, nurses, 
specialists, existing workload, and so on. As in many countries 
the waiting lists are most common in non-emergency surgical 
areas, and the waiting times may sometimes stretch to two years 
or longer. In the extreme, a patient may thus have a long wait 
for an out-patient consultation, and then another wait for 
admission to the hospital for treatment. This, along with the 
desire of many patients to have surgery when most conven- 
ient to them and/or to havea particular surgeon, has encouraged 
the development of private hospitals and of private health 
insurance. 

As of 31 March 1984 there were 42,972 on the surgical waiting 
lists in New Zealand (Hospital Management Data, Year Ended 
31 March 1984: Table 5). The clinical specialty breakdown 
illustrates the nature and extent of the blockage: 





General surgery 9,278 
Orthopaedic surgery 8,490 
ENT surgery 8,462 
Ophthalmology 3,380 
Gynecology 5,468 
Urology 2,191 
Plastic surgery 4,449 
Dental surgery 285 
Neurosurgery 100 

42,103 


That represents 1.3 per cent of the population (3,265,500) on 
that date, and the number also represents an increase of 7.2 per 
cent from the preceding year. Some of the people on the waiting 
list undoubtedly had their surgery performed in private hospi- 
tals, some perhaps died while waiting (probably from other 
conditions, because if the condition for which they were waiting 
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deteriorated, they would have been moved into the hospital 
promptly), and a number — as Mackay notes — can be deleted 
for other reasons as, for example, 


a number of orthopaedic cases after a time refuse operation 
either because they have learned to live with their disability or 
have improved sufficiently to do so, and such outcome is fre- 


quently anticipated at the time their names are put on the list. 
(Mackay 1984: 430) 


Notwithstanding, the size of the lists and their growth spotlight 
a problem and represent a forced rationing of care particularly 
for those who do not have private health insurance: rationing in 
the sense that access to non-emergency surgical care is parceled 
out in a democratic way, each waiting one’s turn on the waiting 
list, putting up with decreased mobility or other inconvenience 
until the needed procedure can be fitted in to the hospital’s 
schedule, a schedule affected by various kinds of shortages — 
personnel, equipment, space. There is no black market, no 
getting ahead of the line unless there is a deterioration in the 
patient’s condition. But there is a white market, represented by 
the private hospitals. Thus patients may wait for public hospital 
care to avoid paying whereas others will pay for care in private 
hospital to avoid waiting. 


Hospitals 


For health services New Zealand is divided into twenty-nine 
hospital board areas and eighteen health districts. The hospital 
boards are elected by the people in their area, and each board is 
responsible for planning and managing all publicly owned 
institutional services in its area — general hospitals, mental and 
other special hospitals, and old people’s homes. All finance, 
however, comes from the central government. Turnout for the 
hospital board elections is very small. The health districts, which 
are not conterminous with the hospital boards, are responsible 
for the traditional public health functions which normally fall 
under the heading of environmental protection and community 
prevention services. Voluntary agencies also play an important 
role in this area. Of particular note is the Plunket Society which 
provides most of the well-baby care with considerable subsidy 
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from government. The district health offices are directly 
responsible to the central government’s Department of Health. 
Current policy encourages, but does not require, hospital boards 
to merge with health districts to form area health boards, and to 
bring the non-governmental sector into the planning process. It 
is believed that by planning together through “service develop- 
ment groups”, that is by the type of services to be provided (e.g. 
geriatric care, child care, specialty services, etc.), there will be 
improved coordination in the development and delivery of 
services, and that also with formal responsibility for community 
services these area health boards will be able to bring about a 
more appropriate allocation of resources between hospital and 
community services. Such efforts have been advocated in most 
countries in recent years, but seldom has the rhetoric been 
translated into the balance of expenditures between hospital and 
community services. As of mid-1986, three area health boards 
have been established. 

It should be noted that while prevention activities can have a 
major impact on future health status, except in a few discrete 
areas such as accident prevention and immunizations, preven- 
tion does not have an immediate impact on the demand for 
medical care services nor does it deal effectively with the 
growing volume of chronic problems affecting the elderly, 
conditions which are costly to treat. 

The hospital boards are products of history. Many serve small 
populations and were appropriate in earlier times when know- 
ledge of clinical treatment was limited. However, getting the 
smaller boards to join other boards to make larger units more 
capable of providing for current needs has not been easy. 
Regional pride, and concern that their population will not be as 
well taken care of, have combined over the years to make a 
rationalization of the board areas extremely difficult. While 
many reasons can be, and are, advanced to eliminate the very 
small boards, there is some evidence — albeit fragmentary and 
anecdotal — which supports the hesitancy of local boards to 
change. One of the best examples occurred in England a few 
years ago: at one large hospital in the neonatal intensive care unit 
the registrar went to the senior consultant to say that the unit 
was full and yet there was a child who needed admission. At one 
point the consultant asked where the child was from, from the 
immediate area or outside? When told that the child was from 
the immediate area, the consultant said that the registrar should 
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do all he can to find space for the child for it “would be 

disastrous” not to admit it. The message was clear: if you are 

from the immediate area you have a much better chance of . 

securing access than if you are from the hinterland. Thus, those 

who resist joining forces with others to make larger, more 

efficient, and more effective units may indeed have that gut 

feeling that as good as the rationale is, they may be better off 

staying as they are and have more direct control over their health 
resources. It is worth noting that this is essentially the argument 
for local control which most developed countries are returning 
to after frustrations with central control. To be sure, too local can 
be too much, but compromise on the principle of local control | 
needs stronger justification and assurance than is often given. 
Central control often evolved, it might be noted, because of . 
local inability or unwillingness to carry out certain needed 
functions from lack of money, expertise, or will. As time and 
circumstances changed, however, and as it became feasible for 
local units to resume responsibility, central authorities often 
resisted, for bureaucracies tend not to give up power without a 
struggle. Facilitating the decentralization process in many 
countries today is recognition by central authorities that they are 
unable to solve some of the local problems they thought initially 
that they could solve, and hence there is an increased willingness 
to redelegate to the local units. This is not meant to suggest that 
reducing the number of hospital boards in New Zealand isn’t a 
good idea but rather that resistance of some boards to integra- 
tion is based on more personal concerns and cannot be overcome 
simply by verbal assurances. 

As of 31 March 1984 New Zealand public hospitals had 12,853 
acute, general hospital beds (Hospital Management Data, Year 
Ended 31 March 1984: Tables 3 and 4). These and other beds were 
distributed as follows: 


Surgery 4,801 

Medicine 4,280 

Pediatrics 1,601 

Maternity eyATA 

12,853 

Geriatrics, long-term 2,974 
84 
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Assessment and rehabilitation 642 
Rehabilitation 207 
Psychopaedic (child psychiatry) 2,837 
Psychiatric 5,361 
Frail ambulant 909 

12,930 
Grand Total: 25,783 


Private hospital beds came to 5,809, and were distributed as 


follows: 
Surgery 1,232 
Medicine 205 
Maternity 44 
Geriatric 4,319 
Psychiatric 9 





5,809 


As noted earlier, money for operating the public institutions in 
New Zealand is given to each board by the central government. 
Until recently each board’s allocation was “largely the result of 
historical accident and political pressures from local areas on 
central government” (Lang 1987: 151). This did not always 
take into account the changing age structure of the board’s 
population, the movements of people to other areas, or the need 
for, and efficient use of, new technology. A new mechanism 
was introduced in the 1980s to allocate money on a formula basis 
which would take into account these and other factors. New 
Zealand thus decided to follow the British example of adjusting 
its regional allocations by what is believed to be a more equit- 
able, population-based funding formula. The process, as in 
Britain, is both controversial and — for some boards — painful. 
For the 1981-2 year, for example, if the formula had been 
implemented that early, Auckland would have received a 7.8 per 
cent increase in its budget; the capital city board of Wellington 
would have had a 10.8 per cent budget decrease; and the South 
Island’s city of Dunedin where the nation’s first medical school 
is located, would have a budget decreased by 15.5 per cent 
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(Hyslop et al. 1983). To minimize the pain, the formula is being 
implemented in stages so as to lessen the fiscal impact on the 
boards which are slated to lose money. 

The significance of this new funding mechanism can be 
readily seen. Wellington, for example, will not have enough 
money to replace equipment, to take advantage of new tech- | 
nological advances, or to increase its staff. It is also closing 
hospital wards which the board chairperson said would result in 
fewer operations being performed, and thus a lengthening of the 
surgical waiting list (personal interview 1985). In Dunedin a 
decreasing population and now a decreasing budget raise serious 
questions as to the ability of the hospital board to maintain the 
medical school hospital and to sustain its level of clinical 
expertise given the high cost technological requirements necessi- 
tated by modern medical education processes. (There are 
presently two medical schools in New Zealand — in Dunedin 
and in Auckland, and two clinical schools — in Christchurch and 
in Wellington — that provide clinical training for students from 
the other two schools. The medical education process is similar 
to that in Britain.) In addition to the in-patient services, hospital 
boards also provide a range of out-patient services, and some 
community domiciliary services. 


Private hospitals 


Private hospitals represent an important component on the New 
Zealand health scene. Government provides these institutions 
with a subsidy: of $26.50 a day for surgical care, $20.50 for 
medical (including psychiatric) treatment, $25.50 a day for 
geriatric treatment and long-stay medical cases, and $28.50 a day 
for maternity cases in 1984 (New Zealand Official Yearbook 1985: 
171). In addition, government will sometimes provide loan 
money toward the construction or renovation of private 
hospitals (New Zealand Official Yearbook 1985: 180). Without 
| private hospitals government would be forced to spend con- 
| siderably more in the health sector. Approximately 10.3 per cent 
of the nation’s 14,334 general acute beds (including maternity 
beds) are in private hospitals, and these private beds are used 
overwhelmingly for non-emergency surgery —hip_ replace- 
ments, hernias, coronary by-passes, and so on (Hospital Manage- 
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ment Data, Year Ended 31 March 1984: Table 4). According to a 
spokesperson for the Private Hospital Association, 23.2 per cent 
of all hospital operations in New Zealand are done in a private 
hospital. This represents 31.3 per cent of all hip replacements, 
29.5 per cent of all transurethral prostatectomies, 70.5 per cent 
of the vasectomies, 73.6 per cent of the semilunar knee cartilage 
excisions, and 40.9 per cent of the inguinal hernia repairs 
(personal interview 1985). Many of the orthopedic and hernia 
cases were paid for by the Accident Compensation Corporation 
which is discussed later. The private hospital, to be sure, 
weakens the commitment to equality by providing a way out for 
those who can pay. On the other hand, as I have pointed else- 
where (Raffel, 1984: 597-600), an equalitarian approach with no 
outlet for those who can pay can also be unjust. There is no 
simple answer to this except to note two things. First, no 
country has been able to provide economically or politically a 
fully equitable service; compromises on the ideal have always 
had to be made, and the ability of some to use their money has 
proved to be an essential part of social equity. Second, without a 
private sector it is difficult to maintain excellence in the public 
sector for it is the challenge of a competing system which keeps 
each in a state of excellence. 

Without these private beds, the surgical waiting lists to public 
hospitals would be much longer, and the resultant pressure 
much greater on government to do something about them. The 
private general hospital thus represents a political safety valve 
for government, reducing pressure for increased public expendi- 
tures while drawing to the health sector additional community 
monies without resort to taxation. 

Most of the private, acute hospitals are small, and voluntary 
or church sponsored. The classification of private hospitals in 
New Zealand is, however, somewhat inexact so that one has to 
be careful in looking at the data on these institutions. The 
imprecision stems from the fact that the category of “private 
hospital” covers 170 such institutions with some 5,809 beds. 
However, as noted earlier, only 25.5 per cent of those beds are 
acute hospital beds. The rest are nearly all in geriatric, long-stay 
institutions. Some of these latter hospitals are also voluntary or 
church sponsored, but most are for-profit institutions. Few, if 
any, specialists devote their full time to private practice. Care in 
private hospitals is instead provided by public hospital doctors 
when not on public hospital duty. 
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Geriatric long-term care 


As in the United States, the private sector dominates the field of 
long-term institutional care: hospital boards have 2,974 geriat- 
ric, long-term care beds whereas private hospitals have 4,319 
beds or 59 per cent of all geriatric beds. Nearly all of the private 
beds are in the private hospital classification. For government to 
pay for long-term care in a private institution, the patient must 
first go through an A&R (Assessment and Rehabilitation) re- 
view to determine the need for such care as against the potential 
for rehabilitation or need simply for a rest home. If rehabilitation 
is appropriate an A&R unit will provide or coordinate it. If a rest 
home (a home which does not provide nursing care) is appropri- 
ate, then the patient goes to one of the 909 frail ambulant beds in 
public hospital, or to a rest or residential home run by some 
voluntary or other private agency. If the patient can manage at 
home with some support services, those services are provided 
by the hospital board, the district health office, or by a private 
agency. The hospital and/or district office will often pay for all 
or part of the private agency services depending on the patient’s 
income. 


Community services 


One finds in New Zealand basically the same range and variety 
of services as one finds in most developed countries. As in other 
countries, whether the services are publicly or privately owned 
will vary as will the manner of payment for these services, 
though when provided by public bodies there is generally no 
direct charge to the patient. 

Being a relatively small country it should be noted that 
services tend to be well coordinated, for to a remarkable degree 
in each community or city, everyone knows each other. 


Accident Compensation Corporation (ACC) 


New Zealand introduced in 1974 a scheme to deal with accidents 
of all kinds — work, highway, playground, home, and so on. Its 
“basic premise,” in the words of former Prime Minister Sir 
Wallace Rowling, “is that the laying of blame, or determination 
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of fault, is often a time wasting exercise which delays an 
adequate resolution of the victim’s problems. This premise 
arises from a fundamental philosophy of community responsi- 
bility” (Rowling 1987: 140). One should not interpret this as 
simply another social welfare program, for at its base was the 
conviction that, as Rowling put it, “it makes absolute sense to 
ensure an early and healthy return of an accident victim to full 
and productive participation in the workforce, if this is at all 
possible.” All New Zealanders, as well as visitors to the 
country, are protected by this program. 

Under this program the Accident Compensation Corporation 
provides compensation for earning losses and dependent allow- 
ances for permanent physical disabilities. Although public 
hospital treatments are provided without charge, the ACC will 
pay medical, hospital, dental, and rehabilitation expenses for 
treatment in the private sector if public sector care cannot be 
secured promptly. The moneys are not part of the health budget 
but rather come from a separate line item appropriation, 
supplemented by levies on employers on a risk-related scale and 
on motor vehicles. Hospital boards are not pleased with the 
refusal of the ACC to pay for accident care in public institutions. 
If the wait for public hospital admission is longer than three 
months for someone who has filed a claim with the ACC, the 
ACC will approve care in private hospital. In 1983-4 the 
payments by the ACC for medical expenses represented close to 
4 per cent of what the Department of Health spent for similar 
SCTVICEeS. 


The economics behind health 


Britain in 1950 was New Zealand’s chief trading partner, taking 
66 per cent of its exports (New Zealand Official Yearbook 1985: 
610). But the sword of Damocles was over New Zealand, and it 
fell with Britain's entrée to the European Community with the 
consequent obligations to the Community, and New Zealand’s 
preferential trade arrangements with Britain began to decline. 
By 1984 Britain accounted for only 13 per cent of New 
Zealand’s exports. New or enlarged markets for its agricultural 
products had to be found, and they were — in the Middle East, 
Asia (especially Japan), the United States, and Australia. In some 
instances formal trade restrictions existed and had to be over- 
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come. US trade is a case in point where “trade is circumscribed 
by various quantitative restrictions imposed on beef, mutton, 
veal, and dairy products” (New Zealand Official Yearbook 1985: 
608). In the search for new markets, New Zealand had its good 
years and its bad years, and along with the impact of world 
market price fluctuations on its exports, its purchases abroad 
were affected. The nation had frequent balance of payment crises 
with accompanying feasts and famines on the import of manu- 
factured goods, with feasts in recent years maintained by heavy 
borrowing on the international money markets. The New 
Zealand Official Yearbook (1985: 758) records what is at least a 
ten-year high for its external debt. 

Rowling (1987: 139) noted that “In New Zealand we seem 
to have a habit, every thirty or forty years, of picking up our 
society, putting it under the microscope and evolving new 
policies to replace those which have become inequitable or 
inefficient.” And the time came again in 1984 with an Economic 
Summit Conference to which was invited the leadership from all 
sections of the New Zealand community. Lang quotes from the 
briefing paper prepared for that conference: 


Over the last twenty years, New Zealand’s economic 
performance has been poor and deteriorating. There are four 
main measures of economic success which, provided income 
is fairly distributed, give an indication of economic well- 
being. The measures are: the rate of economic growth (which 
determines the standard of living), the level of unemploy- 
ment, the rate of inflation, and the balance of payments. 
These have improved from time to time in New Zealand over 
the last two decades, but by and large the picture has been one 
of steady deterioration (Lang, 1987: 145). 


Lang goes on to say: 


The major conclusion of the Conference was that improved 
economic performance required a willingness to accept much 
more rapid change, to adjust to a changing world environ- 
ment and to take on the risk of the international market place. 
This required a consistent policy framework that encom- 
passes al] the interrelated elements of the economy instead of 
addressing one objective at a time. 

The Government’s policy in the 18 months since the Con- 
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ference has involved major changes. From being one of the 
most regulated and restricted economies, New Zealand is 
rapidly turning into one of the most free. Controls on finan- 
cial institutions have been substantially abolished; exchange 
controls have been eliminated and the exchange rate is 
allowed to float freely; subsidies to farming and other 
industries are being quickly phased out, as are quantitative 
restrictions on imports; taxes are being restructured and social 
welfare benefits revised to target more adequately towards 
need. Policy is made within a coherent framework based on 
the view that the market provides better signals and informa- 
tion than a bunch of bureaucrats. The process is of course not 
painless. In the short run the farming industry which was the 
basis of an export oriented economy is facing major difficul- 
ties; the economic boomlet of the last year or so is turning 
into mild recession while the adjustments for more economic 
growth in the future are made. However, it is clear that sub- 
stantial improvement in our economic performance cannot be 
expected in the short term and this has obvious implications 
for the constraint that government is under generally and in | 
the field of health care in particular. | 


ee 2 


To lend credence to this economic forecast he notes that 
unemployment in March 1984 was up to 4 per cent in a nation 
accustomed to 1 per cent, and that consumer prices for the year 
had risen 13 per cent. 

The new government policies referred to by Lang were insti- 
tuted by the newly elected (1984) Labour government which has 
become one of the most conservative governments in terms of 
economic policy in recent history. The government began to 
institute policies reflecting the prevailing view that “government 
spending has been too fast and that the aim should be to reduce 
growth sufficiently to bring about a decline in the share of the 
public sector relative to the national product” (New Zealand 
Planning Council 1979, quoted by Lang 1987: 146). 


Cost control/containment 


When belt-tightening was necessary the health sector could and 
did adjust by slowing down its investment in new technology, 
replacement of aging equipment, and maintenance. These have 
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been time-honored practices in New Zealand when resources are 
scarce, as they are in other countries, but in recent years these 
practices have intensified. Hospital boards, for example, “were 
required to accept a 1-per cent reduction in their allocation of 
funds in 1979-80, 1980-81, and again in 1981-82” (New Zealand 
Official Yearbook 1985: 178). The subsequent population-based 
funding formula also contributed to some budget difficulties at 
some hospital boards, particularly cutting heavily into three of 
the four largest population areas — Dunedin with its medical 
school (15.5 per cent budget reduction initially projected), 
Wellington with its clinical school (11.8 per cent), and Christ- 
church with its clinical school a more moderate reduction 
(1.1 per cent) (Hyslop et al. 1983: 160). These budget cuts under 
the formula are particularly severe because these urban center 
teaching hospitals get many referrals from other hospital boards, 
generally the more complicated and more expensive cases to 
treat but the payment by the sending hospital board is the 
receiving board’s average per diem cost, not its actual cost. Thus 
the boards centered in Dunedin, Christchurch, and Wellington 
are forced to subsidize the care provided to patients from the 
outlying boards. The aging of the equipment and the inability or 
difficulty in securing replacements, not to mention the latest 
advanced technology, are the cause of considerable professional 
dissatisfaction. While there is an appreciation for the nation’s 
economic plight, the frustration of many medical doctors over 
their inability to meet the health needs of the population in the 
best professional manner has become acute. 

People need motivation. For some it is money. For others it is 
the work environment — the collegiality, the physical surround- 
ings, the life-style one is able to maintain. Professional people, 
while responding to these factors in varying degrees, often tend 
to be more concerned with professional satisfaction. What seems 
to be occurring in New Zealand is growing professional dissatis- 
faction due in large part to the scarcity of resources, and some 
exodus — particularly to Australia where the professional climate 
is more hospitable and the pay considerably higher. Loss of just 
one or two specialists in some areas can create havoc, impacting 
the entire health system: in a recent visit, a senior health 
administrator expressed considerable frustration on hearing that 
very day that in one important specialty area two of the four 
doctors in New Zealand were leaving for Australia. While salary 
scales can and are sometimes adjusted, New Zealand can ill 
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afford to match doctors’ salaries common in Australia and the 
United States because to do so would create such enormous 
salary discrepancies vis-a-vis the rest of society that it would be 
socially and politically unacceptable. However, in interviews 
with surgeons and various medical specialists, including some 
who are moving and others who contemplate it, professional 
dissatisfaction appeared to be the dominant reason. Factors 
contributing to this dissatisfaction were: nurses are in short 
supply, equipment may not be available, scarcity of up-to-date 
equipment in hospitals, needed support medical specialists 
frequently not available, and facilities are not adequate. 

The nurse shortage stems from the fact that nursing is still a 
low-paying profession at the very time when women have 
greater Opportunities in other fields for which the rewards are 
higher, and from the fact that hospital training programs are 
being phased out and replaced by more academically oriented 
programs in technical colleges and universities which have lower 
enrollment capacities. Doctors are thus frustrated when they are 
unable to work at full capacity because procedures are limited 
and beds closed due to the shortage of nurses, 

CT scans illustrate the equipment problem. New Zealand in 
1985 had seven scanners — six in public hospitals, one in a 
private hospital. The waiting time for a scan in one urban center 
was reported as being fourteen weeks, and up to two years in 
another center. This can be frustrating to the doctor who 
believes that a scan would be diagnostically desirable, particu- 
larly if it obviates the need for a more risky invasive procedure. 
Exacerbating the situation is the shortage of radiologists, 
positions going unfilled because there are no suitable applicants. 
In many of the specialties the applicants come from overseas. 
The New Zealand positions are often unattractive because they 
pay less than for comparable posts in other countries, an 
important factor in the eyes of those who are not familiar with 
New Zealand, and the doctors quickly recognize that they will 
not oftentimes have the latest equipment available to them. The 
New Zealander going overseas for advanced training, however, 
may not be as concerned about the salary because he or she is 
familiar and comfortable with the New Zealand life-style, and 
hence would be more inclined to focus attention on the profes- 
sional climate. One hospital board administrator lamented the 
training of New Zealanders in the United States because of the 
type of equipment they become accustomed to, which — he 





93 


Success and Crisis in National Health Systems 


| felt - New Zealand could not afford given its limited resources 

| for medical technology. 

| Equipment maintenance and replacement were cited by a 
number of specialists: since budgets are being cut, maintenance 
is one of the first items on which expenditures are deferred. 
Radiologists, and those who depend upon radiologic proce- 
dures, are a case in point. 

Along with equipment goes the availability of adequate 
facilities, be that a bed shortage in certain specialties or a 
persistent shortage of operating theater time for a surgeon. All . 
these factors have both short- and long-term implications for 
patient care. On the short-term basis non-emergency surgical 
waiting lists get longer, and some patients do not have access to 
some types of care. The wait for a CT scan, for example, can 
skew the diagnostic process toward invasive diagnostic work 
which can sometimes be more expensive and also place the 
patient at greater risk. As one radiologist put it, if there is a long 
wait for a CT scan, the doctor may elect to do a reticulogram 
which is both more costly and of greater discomfort for the 
patient. Also, as doctors become aware of the long waiting time 
for diagnostic and treatment procedures, they may encourage 
private care or advise the patients to live with their problems. 
The latter was the case in Britain with regard to renal dialysis for 
patients over 55 (Aaron and Schwartz 1984). Rationing of 
dialysis in Britain, of course, means an earlier patient death, 
although it must be borne in mind that for many of these elderly : 
patients, given their medical complications, dialysis may or may 
not prolong life but — if prolonged — it may be a life of markedly 
decreased quality. : 

Cost considerations almost certainly have had an effect on 
renal care in New Zealand. The treatment rates in New Zealand 
are less than those of most European countries. In 1983 the New 
Zealand rate was twenty-eight per million, a drop from previous 
years and the lowest since 1979 (Disney 1984). The age of 
patients is also of interest. In Australia, for example, 22 per cent 
of the patients were in the 60-79 age group whereas in New 
Zealand only 12 per cent were in that group. There is reason to 
believe on the basis of such data and from discussions with 
doctors that patients in New Zealand over age 70 are not 
normally accepted for dialysis, though each case is reportedly 
evaluated on an individual basis. If those over age 70 were 
handled more frequently as is the case in many European and 
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North American countries, the rate in New Zealand would rise 
from twenty-eight to over forty per million — at least a 43 per 
cent increase. That would have of course an enormous cost 
impact since it was estimated that to train and maintain a patient 
on home dialysis costs $20,000 a year. In 1983 there were 335 
patients on dialysis at an annual cost of $6.7 million. A 43 per 
cent increase would raise the outlay to at least $9.6 million, a 
significant sum for a nation of 3.3 million people. The current 
rate of dialysis is able to be sustained because of a predominant 
reliance on continuous ambulatory peritoneal dialysis (CAPD) 
which is carried on outside of the hospital. In at Jeast one urban 
center CAPD is used almost exclusively. Also, it is believed that 
many GPs do not refer cases knowing, as in Britain, that certain 
types of cases are not likely to be accepted. A third factor is that 
some GPs are reported to be reluctant to refer cases likely to end 
up on home dialysis because they are reluctant to handle the 
follow up on what many believe to be very difficult cases. 
Finally, “the painful prescription” is necessitated by renal 
specialists and referring doctors because of the limited capacity 
for dialysis mandated by the available resources: additional 
moneys must come from the hospital board’s budget and yet in 
New Zealand four out of the five boards which provide dialysis 
are slated for budget cuts. Those boards, moreover, have other 
pressing needs to consider, such as facilities for the elderly, new 
equipment and maintenance of existing equipment, new operat- 
ing theaters, additional specialists to work off the backlog of 
surgical cases, and so on. Hard choices have to be made and 
there is no objective way to make them which will prevent 
dispute. Consequently hospital boards tend, as do our legisla- 
tures, to spread the resources — a little here, a little there, put out 
a fire somewhere else. This contributes to social harmony by 
defusing pressures from those who demand everything at the 
cost of denying resources to others. 

In cardiac surgery, only those cases urgently requiring 
coronary by-pass surgery are placed on the waiting list (Lawrie 
1984). In the three public hospital cardiac surgical! units, cardiac 
operations of all types were performed at an overall rate of 41.2 
per 100,000 population in 1983. This rate also includes those 
cases handled in the then one private hospital cardiac unit. At the 
end of the year, 485 people were waiting for cardiac surgery. All 
but three of those patients were waiting for public hospital. Of 
the 485, almost half had waited less than three months, but 54 
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persons had been waiting at least one year, including 28 for over 
two years (Cardiac Surgery 1983 Registrations nd). But, an 
unknown number of patients were not on the public hospital 
waiting list for by-pass surgery because they did not meet the 
criterion of urgency, though they might have been appropriate 
candidates for surgery under more liberal criteria. In one unit the 
number of operations performed each week was reportedly 
below capacity largely because of a lack of support staff. 

To relieve the situation with regard to cardiac surgery, there 
are now two private hospital cardiac surgical units — one in 
Auckland, and a newer one in Wellington. One can surmise, 
however, not only that the long waiting list keeps some patients 
off the public hospital waiting list who could benefit in terms of 
improved quality of life from surgery but also that the cost of 
private care will deter some patients from seeking it if they do 
not have private health insurance. 

The long-term effect on New Zealand of these cutbacks is that 
the nation will lose some of the highly trained specialists that it 
will need in the future. Moreover, as it allows its physical plant 
to deteriorate through deferred maintenance, and as it fails to 
acquire new technology it will fall further and further behind. 
With an aging population with their orthopedic, ophthal- 
mologic, and other chronic conditions, many of which are 
amenable to treatment, the crisis in New Zealand will get more 
critical. John Campbell (1987: 188) notes that from 1981 to 
the year 2001 the number of persons over 60 years of age will 
increase 33 per cent, from 445,800 to 593,600; but more critical 
is that those over 80 years of age-—the group which is 
particularly dependent — will double from 53,892 to 107,100. 


Health status of the population 


Despite the economic constraints on the health system, the 
health of the New Zealand population is very good. Although it 
spends less on health than most other developed countries, its 
health profile is similar in large part due to its socio-economic 
status. It is a well educated, comfortably housed nation with 
high public and environmental health standards, and a long- 
standing egalitarian tradition. 

New Zealand is affected by the same major diseases as the rest 
of the developed world. Its principal causes of death in 1982 per 
100,000 population were: heart disease (27.3), malignant neo- 
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plasms (179.8), cerebrovascular disease (88.2), accidents (45.3), 
and pneumonia (33.5) (New Zealand Official Yearbook 1985: 141). 
Its infant mortality rate was 13 per 1,000 live births in 1980 
which was comparable to West Germany (12.7), the United 
States (12.5), and England (12), but considerably higher than the 
Scandinavian countries whose rates ranged from 6.9 to 8.4 (New 
Zealand Official Yearbook 1984: 140; Raffel 1984: 245, 319, 570). 
In 1982, the New Zealand rate was down to 12 (New Zealand 
Official Yearbook 1985: 144). 

The Maori population has a poorer health profile than the rest 
of the New Zealanders. The death-rate for Maoris overall is 
nearly double that of non-Maoris. “Maori deaths from asthma, 
obesity, cancer (except bowel), renal disease and diabetes are all 
well in excess” of the non-Maori population (Durie 1987: 201). 
The Maori infant mortality rate in 1982 was 19 compared to the 
non-Maori rate of 11 (New Zealand Official Yearbook 1985: 144). 
A variety of factors contribute to the lower health status of the 
Maori, only some of which have been identified. However, 
improving Maori health is a high priority for the government as 
is evidenced by its financial support, including its willingness to 
support Maori-initiated health programs that differ from tradi- 
tional western-style health services. 


Conclusion 


The budget crunch is real. New Zealand has discovered, along 
with every other developed country, that in today’s world it is 
not economically feasible for any state to provide the highest 
quality of health care to all people in a timely manner. As Lang 
(1987: 146) noted, 


there is. . . and always will be some scope for making health 
care delivery within a given volume of resources more effec- 
tive but the scope for this is not enough to enable New 
Zealanders to take advantage of the continual technological 
developments. 


Choices have to be made, and the choices in publicly funded 
programs are particularly difficult in democratic societies for 
they translate into some form of politically mandated health care 
rationing: denial of care — and sometimes thereby shortening 
life — waiting for care, or charging for care. 
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New Zealand is fortunate that its strong public sector has had 
a mitigating safety valve in the private sector. But there is a 
limit. The private sector is no longer permitted to expand at will 
without coordination with the resources in the public sector. 
The private sector in the past proved to be a challenging force on 
the public sector, and it is challenge that brings forth innovative 
solutions to problems as well as keeping the skills sharp of those 
in the competitive game. 

None the less, the very presence of the private sector is a 
moderating force which gives New Zealand time as the 
economic pressures force a change in society’s expectations of 
the role of the state in health care. The economic pressures are 
most keenly felt because of New Zealand’s precarious economic 
position in the world where its earnings, primarily from agricul- 
tural products, make the nation dependent on the vagaries of 
world market conditions, affecting the nation’s ability to pay for 
the importation of manufactured goods, including medical tech- 
nology, and of its ability to retain highly skilled personnel. 
There is an increasing acceptance in New Zealand of the view 
that the general principles underlying the entire social security 
system must be reappraised and a new overall health policy 
developed that will meet the current financial and social needs of 
the country. 

Happily, New Zealand’s political parties are not so ideo- 
logically bound that they cannot adapt to the exigencies of the 
changing world. The Labour government, though egalitarian in 
principle (as are the other parties) and the originator of key social 
welfare programs in the country, is changing its course, not 
abandoning the spirit of social democracy and equality, but 
rather showing a willingness to modify its social and economic 
policies to meet the needs of the present day. In March 1986 a 
Royal Commission on Social Policy was appointed and in 
announcing its appointment the Prime Minister noted that 
“there is a substantial and growing evidence that the social 
services do not serve the purposes for which they were intended 
or meet the expectations which the community has of them 
now” (quoted by Lang 1987: 148). After noting the short- 
comings of current policies he concluded: 


All must be remedied. None of them ultimately can be 
remedied by a piecemeal approach, or by an approach which 
leaves vested interests undisturbed. What is required is a 


98 


New Zealand health services 


thoroughgoing assessment of the principles on which social 
policy is based. 


The Royal Commission will presumably address the desirability 
of establishing a new comprehensive national health policy, 
which many feel is necessary. But acceptance and implementa- 
tion of a new policy is fraught with difficulties. The necessity for 
economic constraint which limits the amount, type, and quality 
of health care, and the importance of retaining highly skilled 
professionals, are issues which will not be easily resolved either 
in the formulation or implementation of a new policy because 
there will be the inevitable tradeoffs to which all parties will 
have to be reconciled. There will be the temptation to handle 
some of the more difficult problems through incremental 
changes, by adjustments here and there, to try to balance the 
scene until better days or solutions arrive, as was done in the 
recent attempt to raise the GMS allowance for child care. 
Historically this has been the near-universal style of democratic 
governments as they sought to balance conflicting interests to 
maintain domestic peace, if not harmony. A governor of 
Pennsylvania illustrated this approach when he said, “I don’t 
solve problems; I handle them!” 

Whatever proposals come from the Royal Commission, 
politicians will need to be courageous enough to disturb, if 
necessary, vested interests and not yield to a piecemeal approach 
that will not solve the basic problems, and skilfull enough to 
build a strong national consensus if there is to be major change. 
Without a strong national consensus in support of new policy 
proposals, they will be politically unacceptable, and the piece- 
meal approach will have to continue as on most occasions in the 
past when incremental, piecemeal steps were the only realistic 
game in town. 

New Zealand, a small nation with its relative affluence and 
high educational level, is once again presented with one of those 
rare opportunities to make a successful great leap forward, as it 
has done on several occasions in its history. 
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As they look to the future, the Japanese people have a long and 
colorful past upon which to reflect — both in joy and sorrow! A 
strong sense of their own history is a basic component of con- 
temporary Japanese consciousness and the intermingling of past 
and present seems to pervade the daily lives of the people. 
However, it is not so much stories of the past as the spinning of 
future scenarios that has aroused greatest popular interest and 
concern during the 1980s (Social Policy Bureau, Economic 
Planning Agency 1982). A growing awareness of having reached 
a critical turning-point in modern Japanese history has also 
affected public policy discussions in various sectors of society 
including health and medical care. Clearly the Japanese state is 
unlikely to “wither away” in the coming decades, but the form, 
style, and content of state intervention is likely to change in 
response to the changing domestic and international cnviron- 
ment of the 1990s and beyond.!' Since the Meiji Restoration of 
1868, Japanese national government officials have played a 
major role in shaping the way in which health care services have 
been organized and delivered (Steslicke 1972; Saguchi 1985). As 
in other sectors, they have been strongly influenced by western 
models, especially German, British, and American. Unfortun- 
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ately Japanese public policy-makers no longer have the kinds of 
road maps to lead them into the twenty-first century that were 
available to their predecessors (Steslicke 1982a). As noted by 
one elite group of futurists: 


Over a period of about 100 years since the Meiji Restoration, 
Japan has followed the model provided by the West in order 
to attain the objective of catching up with the advanced 
Western countries. Under the present circumstances, how- 
ever, Japan can no longer find any models to follow outside 
the country, but has to create on its own a new life style best 
suited to its nature, climate, history and society. 
(Subcommittee on the Long-Term Projection, Economic 
Welfare Council 1979: 3-4) 


The point has been repeated often during the 1980s and it seems 
to be the premise for most serious discussions of the future role 
of the Japanese state. What the state should or should not do 
with respect to the creation of a “new life-style” best suited to 
Japanese circumstances is being hotly debated in the health care 
community as well as in other public policy sectors. Although 
they continue to be avid observers of foreign experiences, it 
seems widely accepted that “Japan must take a renewed look at 
its existing systems and customs, work out new mechanisms, 
and steadily build up its social environment in order to realize a 
society comfortable for the people to live in” (Long-Term Out- 
look Committee, Economic Council 1983: 179). 

Recent economic and demographic developments have given 
special urgency to the reexamination of health care organization 
and delivery in the 1980s (Tominaga 1983; Ogawa 1982). Of 
course, the past has provided a frame of reference for such re- 
examination and Japanese public policy-makers realize that the 
existing system has served the nation admirably since the end of 
the Second World War. Moreover, the existing pattern of 
policies and programs enjoy considerable popular support and 
serve as a constraint that must be taken into account. Neverthe- ’ 
less, it is apparent that responsible national government officials 
are determined not to follow the path of “business-as-usual” into 
the 1990s and beyond (JICWELS 1983). Japan’s changing 
domestic and international economic position as well as the 
pressures of a rapidly aging society dictate basic re-examination 
of health care organizations, delivery, and financing (Steslicke 
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1982b). As in other sectors, health policy-makers are being 
urged to exploit the “vitality of the private sector” as a 
mechanism for change. Even so, it remains widely accepted that 
state intervention and guidance should continue to play an 
important role in the creation of a new “Japanese-style welfare 
states”? 


The context of health policy in the 1980s 


As Japan entered the 1980s, its economic performance remained 
outstanding. Although the “economic miracle” and the era of 
10 per cent annual growth of the 1960s and early 1970s had 
ended, Japan managed to survive the oil-price and other 
economic shocks of the 1970s and to remain competitive in the 
international market-place. According to one authoritative 
assessment of Japan’s comparative economic performance pre- 
pared by the Organization for Economic Cooperation and 
Development (OECD), it was “at or near the top for 1983” 
(OECD 1984: 1). The assessment was graphically stated as 
follows: 


As a rough indicator of economic performance, OECD’s 
economists use a diamond-like object . . . which links four 
points representing rises in GNP, productivity (GDP/ 
employment), consumer prices . . . and the unemployment 
rate ... The bigger and more regular the diamond, the 
better. Japan has the best diamond among the six largest 
countries, 


(OECD 1984: 1) 


The combination of high GDP and productivity and low 
inflation and unemployment was not attributed to new econo- 
mic miracles. Rather, the OECD analysts concluded: 


The key to this performance in the face of adversity seems to 
hinge on Japan’s resilience, its ability to adapt its economy to 
change, whatever the source — oil shocks, increased competi- 
tion from newly industrializing countries (NICs), new 
market opportunities (products and countries) as well as new 
dead-ends, changing exchange rates and terms of trade and 
even, perhaps, protectionism. 

(OECD 1984: 5) 
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As one might expect of a nation with the “best diamond,” the 
general standard of well-being enjoyed by the Japanese people 
was at or near the top of OECD members in the early 1980s. 
That included health status. Successful economic performance 
and improved health status seem to go hand-in-hand (WHO 
1980; Abel-Smith 1976). In terms of commonly accepted 
indicators, the Japanese state-of-health in the early 1980s was 
among the highest in the world. For example the estimated life 
expectancy at birth in 1945 for males was 23.9 years and for 
females 37.5 years. By 1980, the average life expectancy for 
males had increased to 73.32 years and for females to 78.83 
years. The figures were the highest in the world in 1980. Japan 
continued as “Number One” in that regard in 1984 as the life 
expectancy for males increased to 74.54 years and 80.18 years for 
females (Kosei Tokei K yokai 1985: 79). Among the lowest in the 
world in 1980 was Japan’s infant mortality rate of 7.5 per 1,000 
births (down from 90.0 in 1940 and 76.7 in 1947). Other health 
statistics also indicate that a virtual “health miracle” has taken 
place since the Second World War in Japan (Steslicke 1987). 

It should be noted that national surveys suggest that Japanese 
citizens place a very high priority on good health and access to 
medical services. For example, in a survey conducted by the 
Economic Planning Agency in 1981, 35.3 per cent of the 
national sample selected health and medical care as the top 
priority “at present and in the future” (Economic Planning 
Agency 1981). More than 80 per cent included health and 
medical care among their top five priorities. More recent 
surveys indicate similar findings. In brief, it appears that the 
Japanese people have attained a relatively high level of well- 
being and that they expect to live long and healthy lives. Such 
expectations must be taken into account by those who seek to 
establish and implement national priorities (Steslicke 1982c, 
1988). 

One of two persons born in 1980 could expect to live to 80 
years of age. However, in that year 722,792 Japanese died of 
various causes. The fluctuation in the death rate per 1,000 
persons between 1955 and 1980 was slight (from 7.8 to 6.2 per 
1,000 persons), but the age distribution changed markedly. Of 
690,000 deaths in 1955, 17.3 per cent were 14 years of age or 
below. By 1980, the ratio dropped to 2.9 per cent, and there was 
a corresponding decrease in the mortality rate in those aged 15 to 
64 over the same period from 38.6 per cent to 27.5 per cent. 
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Thus by 1980, 69.6 per cent of the deaths were among persons 65 
years or older, as compared with 44.1 per cent in 1955. This dras- 
tically changed distribution reflects demographic changes in Japa- 
nese society as well as the sharp decrease in infant mortality and in 
tuberculosis-related deaths in people aged between 15 and 64. 

With respect to causes of death in contemporary Japan, there 
has been a remarkable increase in the so-called “adult diseases” 
(cerebrovascular disease, hypertensive disease, neoplasms, heart 
disease, and cirrhosis of the liver), especially of cancer, heart 
disease, and cirrhosis of the liver. Between 1960 and 1980 
cerebrovascular and hypertensive disease as causes of death 
increased by 8.1 per cent and 5.3 per cent respectively — but 
cancer deaths increased by 72.4 per cent, heart disease by 
80.5 per cent and cirrhosis of the liver by 81.6 per cent. In 1982 
cancer became the leading cause of death in Japan and accounted 
for about 24 per cent of all deaths. As a result, there have been 
increased efforts at education and screening as well as research 
and training of specialists funded both publicly and privately. As 
noted by one observer: 


Japan has declared war on cancer. In the past, Japanese health 
authorities have concentrated on detecting and treating cancer 
in its earliest stages. Now, emboldened by recent advances in 
molecular biology, the Japanese are taking the offensive. In 
April 1984, the government launched a 10-year cancer pro- 
gramme, commonly known as the Nakasone project after its 
initiator, the Prime Minister, Yasuhiro Nakasone. The goal is 
to clarify the mechanisms of carcinogenesis — the biological 
processes that lead to cancer — by spending more money on 
research and by trying just a little bit harder. 

(Johnstone 1985: 30) 


Responsibility for implementation of the “Comprehensive 
10 Year Strategy for Cancer Control” has been assigned to a 
special Cabinet Council for Cancer Countermeasures that 
includes the Ministry of Health and Welfare, the Ministry of 
Education, Science and Culture, and the Science and Tech- 
nology Agency. National government ministries in Japan are 
not noted for their interdepartmental cooperation and “depart- 
mentalism” is regarded as a serious problem by Japanese political 
scientists (Tsuji 1984: 6-7). Moreover, it is unusual for a 
Japanese prime minister personally to promote a health-related 
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program. In keeping with recent trends, the Japanese “war on 
cancer” also has an international dimension centered on inter- 
change of information and researchers between the National 
Cancer Center of Japan and the National Cancer Center of the 
United States. While it is too early to evaluate this ambitious 
cancer control strategy, it provides one illustration of Japan's 
“resilience” in the health policy arena (“in the face of adversity” 
to paraphrase the previously mentioned OECD report). Given 
the economic and demographic context of the 1980s and the 
emerging pattern of health and sickness within the population, 
health policy-makers will need to demonstrate that kind of 
resilience and determination in other cases. As stated in the most 
recent of Japan’s national economic and social plans of August 
1983 titled Outlook and Guidelines for the Economy and Society in the 
1980s: 


With the aging of the population, the change in the disease 
structure and the progress in medical science, great changes 
are occurring in the environment surrounding health and 
medical care, and the demand for health and medical services 
is increasing and diversifying. Under these circumstances, it 
is important to provide the people with necessary health and 
medical services adapted to these changes, intensively and 
efficiently. 

(Economic Planning Agency 1983: 67) 


Japan's national planners, circa 1983, in keeping with the 
“indicative” nature of their task (Steslicke 1982b), went on to 
suggest a health policy agenda as follows: 


the Government will encourage the people to build up their 
health throughout their life cycle, while promoting health 
service projects for the elderly, and organize an integrated 
system for providing health and medical services including 
prevention and rehabilitation. Research on cancer, now the 
number-one cause of death in Japan, will be promoted to find 
out the true nature of the disease, and research results will be 
used to prevent, diagnose and cure the disease. The measures 
for rationalization on both the demand and supply will be 
taken to keep the growth in the nation’s medical expenditure, 
now growing faster than the national income, within proper 
limits, so that the medical costs will not unduly strain the 
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national economy. It is necessary to review the way the 
medical insurance system is coordinated, while rationalizing 
benefits and contributions, reforming National Health Insur- 
ance System and Day-Laborer’s Health Insurance System 
whose financial foundations are weak, and studying the 
establishment of the retirees’ medical system. 

(Economic Planning Agency 1983: 67) 


Before taking + closer look at this health policy agenda, it is 
necessary to examine the organization of the Japanese state and 
the nature of governmental intervention in the health sector 
since the Second World War. It will be seen that a wide range of 
groups and individuals enjoy access to public policy-making 
circles and that a kind of “limited pluralism” tends to prevail 
(Fukui 1972; 1977; Steslicke 1982c). However, health policy- 
makin ‘s also a top-down enterprise that is constrained by 
prioritics articulated by Japan’s political-economic-administra- 
tive elite. 


The health policy-making process 


Although the bulk of personal health services are provided 
through the private sector in contemporary Japan, the system is 


subject _to_a wide range « of state interventions ‘related to 


organization, delivery, and financin ng.° The legitimacy of state 
intervention is widely accepted ¢ even though specific interven- 


tions may be highly controversial. The frequency and intensity 
of controversy have been high during the 1980s and it is unlikély 
that policy-makers will encounter greater tranquility ir the near 
future. The issues are complex and the stakes are high. 
Organized interest groups are-alert and aggressive, and ordinary 
Japanese citizens display a growing sense of entitlement to 
accessible, high quality, and relatively inexpensive medical care. 
As in other OECD countries, Japanese medical care has become 
highly politicized. 

Also as in other OECD countries, public health services in 
Japan have been provided by government agencies at national, 
prefectural, and local levels. The privatization movement has 
had little impact on such services and the increased govern- 
mental activity is relatively non-controversial. Japan is divided 
into forty-seven prefectures, which are further subdivided into 
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cities, towns, and villages. Within these units, public health 
services are provided through a network of health centers in 
accordance with the Health Center Law of 1947. All prefectures 
and thirty larger municipal governments are required to estab- 
lish and maintain health centers on the basis of one health center 
per 100,000 persons. In 1980 the actual rate was one per 136,000 
persons and a total of 855 health centers were in operation staffed 
by health professionals, most of whom have received advanced, 
specialized training at the National Institute for Public Health in 
Tokyo. The institute was established in 1938; there are no 
separate schools of public health. 

The legally prescribed duties of the health centers include: (1) 
control of communicable diseases including preventive vaccina- 
tions; (2) prevention of tuberculosis; (3) control of venereal 
diseases; (4) control of various other parasitic and degenerative 
diseases; (5) mental health promotion; (6) maternal and child 
health programs; (7) consultation on eugenic protection; (8) 
dental hygiene; (9) improvement of nutrition; (10) food, meat 
and milk sanitation; (11) rabies prevention; (12) environmental 
sanitation programs; (13) environmental pollution activities; (14) 
medical affairs; (15) public health nursing activities; (16) medical 
social work; (17) public health laboratory services; (18) mainte- 
nance of health and vital statistics; (19) public health education 
(Ministry of Health and Welfare 1981: 12). The public health 
center network was especially important immediately after the 
Second World War and made a significant contribution to the 
Japanese “health miracle.” It is anticipated that the network will 
also play an important role in the future and public health 
professionals hope to enhance their own status and influence in 
the health policy arena (Hashimoto 1984). They constitute an 
interest group that policy-makers will look to for information, 
support, and leadership in coordinating and integrating public 
health with personal health, and welfare services and programs. 

Article 25 of the Japanese Constitution adopted in 1947 
guarantees all citizens “the right to maintain the minimum 
standards of wholesome and cultured living.” Article 25 goes on 
to declare: “In all spheres of life, the state shall use its endeavors 
for the promotion and extension of social welfare and security, 
and of public health.” Although the Japanese were regarded as 
“welfare laggards” during the first two decades of economic 
recovery and development following the end of the Sccond 
World War, during the 1970s a Japanese version of the welfare 
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Table 4.1 Social security expenditures in Japan 1970-83 (Unit: 100 million 
yen) 


Social security benefit! Ratio of social 
ae SSS SS «=Csecrity to 
Year Total Medical care Pension? Other’ national income 
1970 35,239 20,758 8,562 5,920 5.8 
(100)4 (58.9) (24.3) (16.8) 

1975 116,726 56,881 39,316 2(),529 9.4 
(100) (48.7) (33.7) (17.6) 

1980) 246,044 106,582 104,709 34,753 12.3 
(100) (43.3) (42.5) (14.1) 

1983 319,016 129,931 144,966 44,120 14.1 
(100) (40.7) (45.4) (13.8) 


Source: Ministry of Health and Welfare (KOSEISHO) 1986: 5 

Notes: ' Social security benefit conforms with that as laid down in the ILO 
social security system. It is calculated on domestic social security benefit 
expenditure for cach scheme on settlement basis and docs not include 
paticnt cost-sharing. 
? Pension includes retirement pension. 
**“Other” refers to public assistance, sickness and injury allowance, 
unemployment benefits, ete. 
* Figures in brackets are percentages. 


state came into being. As indicated in Table 4.1, national social 
security expenditures (including social insurance, public assist- 
ance, public health and medical care, and social welfare services) 
were only 5.8 per cent of national income in 1970. These 
expenditures increased to 9.4 per cent of national income in 
1975, to 12.3 per cent in 1980 and to 14.1 per cent in 1983. Not 
only was the constitutional prescription being filled but also 
some critics insisted that Japan had become a “welfare super- 
state” and warned of the dangers of incipient “English disease.” 
As might be expected, an extensive apparatus for state interven- 
tion in health and welfare also came into being at both national 
and regional levels. The Ministry of Health and Welfare, which 
was established as a result of pressure from the Japanese military 
in 19458 and reorganized under the aegis of the Supreme 
Commander of the Allied Powers during the Occupation of 
Japan following her defeat in the Second World War, has been 
assigned major responsibility for health and welfare administra- 
tion. 

Figure 4.1 depicts the organization of the ministry in 1986. 
Headed by a minister of cabinet rank, it consists of nine bureaux, 
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two departments, a separate Social Insurance Agency, nineteen 
“affiliated institutions,” as well as regional and local branch 
agencies. The Ministry of Health and Welfare engages in four 
basic activities, that is public health and medical care, social 
welfare and public aid, social insurance, and education, research, 
and information gathering. It oversees the administrative and 
programmatic activities of prefectural and city, town and village 
governments in the public health-medical care sector, including 
the network of health centers. The ministry also plays a ma-c1 
role in health planning and policy development at the national 
and regional levels and is the most visible and concrete 
manifestation of the Japanese state in public health and medical 
care. Ministry officials are responsible for integration and 
coordination of public health and medical care with other state 
activities and priorities. Even though they are not in a very good 


Table 4.2 Ministry of Health and Welfare budget 1981-5 (Unit: million yen) 





Fiscal Year 1981 1982 1983 1984 1985 
Public Assistance 991,886 1,045,640 1,085,811 1,139,446 1,081,537 
Social welfare 1,495,882 1,719,958 1,918,418 1,999,189 2,004,211 


Social insurance 5,493,282 5,442,868 5,259,167 5,263,705 5,569,386 
Health and 


hygiene 409,775 423,155 424,226 464,992 461,207 
Scientific and 

technological 

promotion 20,435 22,499 22,665 25,016 26,333 


Assistance for 

survivors and 

unrepatriated 

famiilics 147,146 154,530 141,644 144,476 148,429 
Maintenance of 

sewerage system 

and 

environmental 

sanitation 


facilitics 157,127 157,164 157,364 156,454 154,834 
Economic 

cooperation 4,564 5,114 5,552 6,005 6,220 
Other 44,150 45,907 46,621 49 856 50,606 
K OSEISHO 

general accounts 

budget total 8.764.247 9,016,835 9,061,468 9,249,141 9,502,763 


General accounts 
budget total 46,788,131 49,680,837 50,379,603 50,627,214 52,499,643 





Source: Ministry of Health and Welfare (KOSEISHO) 1986: 4 
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position to determine basic national priorities, they seek to 
articulate those priorities within their own sphere of influence 
and to promote the role of the ministry in the overall govern- 
mental process and their own role as managers of state inter- 
vention in public health and medical affairs. 

Within the broader social policy arena, Health and Welfare 
ministry officials have expanded their influence and prestige as 
well as their share of the national budget — from 13.9 per cent in 
1970, to 18.4 per cent in 1975, to 19.1 per cent in 1980. Recent 
trends in ministry expenditures are shown in Table 4.2. Note 
that the largest single line item in the 1980s is social insurance 
expenditures, the cornerstone of the Japanese welfare state and 
the foundation upon which contemporary social policies have 
been developed. Still, ministry officials are not paramount in the 
social policy field and they share jurisdiction with a number of 
other powerful agencies of national government, including the 
Ministry of Finance, the Ministry of Education, Science, and 
Culture, the Ministry of Labor, the Ministry of Construction, 
the Ministry of Home Affairs, the Economic Planning Agency, 
the Environment Agency, and the National Land Agency. The 
Social Security System Council attached to the Office of the 
Prime Minister and the Economic Council of the Economic 
Planning Agency also participate in the public health and 
medical care policy-making process as do a number of advisory 
councils within the Ministry of Health and Welfare (e.g. Social 
Insurance Council, Central Social Insurance Medical Council, 
Central Pharmaceutical Affairs Council, Medical Service 
Council, Medical Service Facilities Council, Public Health 
Council, and others). 

It should be noted that Japanese national government is 
constitutionally divided into legislative, executive, and judicial 
branches.* All three are involved in public health and medical 
care policy-making in varying degrees. The bi-cameral National 
Diet is composed of a House of Representatives and a House of 
Councilors, elected from separate constituencies, and both have 
subject-matter committees that handle the legislative workload. 
Health-related legislation is normally introduced by the govern- 
ment and considered in the Social-Labor Committces of each 
house. Since the Diet is designated “the highest organ of state 
power” and “the sole lawmaking organ of the State” by the 
constitution, what happens in the Social-Labor Committees has 
a significant bearing on health policy. However, the constitution 


112 





Health care and the Japanese state 


also provides separately for a cabinet in which “executive power 
shall be vested.” It is what is usually referred to as a strong 
cabinet system and it is headed by a prime minister who also 
heads the majority party in the Diet. Since 1955 the conservative 
Liberal-Democratic Party (LDP) has held a majority in both 
houses. T.J. Pempel has aptly labeled the resulting pattern of 
public policies that has emerged during this period as “creative 
conservatism.” Taking note of the strong emphasis on private 
sector initiative by the dominant conservative coalition in 
contemporary Japan, Pempel points out that “when the govern- 
ment chose, or was politically forced to act. . . it set goals and 
accomplished specific improvements with impressive speed, 
clarity, and effectiveness.” He concludes: 


The secondary consequences of many of these actions may be 
Open to criticism, particularly in terms of the value choices 
they represent. But the general efficiency of Japanese public 
policies in terms of meeting stated government objectives is 
undeniable. In this regard, Japan stands in marked contrast to 
many other countries, especially Britain, France, and the 
United States, where the opposite result has occurred. 
(Pempel 1982: 300) 


In summary, by 1980 the Japanese state (dominated by a 
conservative coalition acting through the LDP) was engaged in 
the following basic activities related to public health and medical 
care: 


development of plans, programs, and policies; 

regulation of services and providers; 

provision of services; 

financing ind subsidization of services and providers; 
research, education, and information-gathering; 
integration and coordination of public health and medical 
affairs with other state activities and priorities. 


Om & Wh 


Comparative evaluation of what Pempel refers to as the 
“secondary consequences” of such activities is difficult. 
However, it is clear that a variant of “creative conservatism” in 
the health policy arena contributed positively to the relatively 
high level of well-being of the Japanese people and to the system 
of accessible, high-quality medical services — for considerably 
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less than what was being spent in the United States and a 
number of other OECD countries.* Whether it can muster the 
determination and resilience of meeting the objectives stated in 
Outlook and Guidelines for the Economy and Society in the 1980s 
(Economic Planning Agency 1983), and in other such policy 
statement in the economic and demographic circumstances of 
the late 1980s, remains to be seen. A review of Japan’s “health 
insurance for the whole nation” policies and prozrams and 
recently developed health and medical services for the elderly 
will suggest some of the major problems and issues and the 
challenges to “creative conservatism” in the 1990s. 


Health insurance for the whole nation 


Social insurance provides the foundation upon which the 
contemporary Japanese version of the welfare state has been 
erected and health insurance is the oldest and most highly 
developed part of the overall structure. Beginning with the 
Health Insurance Law, 1922 (the first of its kind in Asia) the 
system has grown incrementally to include other employment- 
based schemes for seamen, day laborers, teachers, and govern- 
ment workers. Citizens not covered by one of the employment- 
based schemes are entitled to coverage under the National 
Health Insurance Law, 1958, which requires that every city, 
town, or village in Japan offers health insurance to residents and 
collects a special tax from those who are covered. Insurees are 
expected to share the costs of benefits with the community 
insurer and the national treasury. 

Implementation of the National Health Insurance Law in 
April 1961 was part of the “Health Insurance for the Whole 
Nation” policy adopted by Prime Minister Nobusuke Kishi in 
the late 1950s and embraced by successive Japanese governments 
(Saguchi 1985). Implementation of the National Health Insur- 
ance Law, a revision of the original 1938 legislation, meant 
extending health insurance coverage to 25 million persons 
(roughly 30 per cent of the population) not already covered. 
Since that time, Japan has had a system of universal, comprehen- 
sive, and compulsory health insurance that covers virtually the 
entire citizenry as well as the bulk of resident aliens. Even 
though the system contained glaring inequities and imbalances, 
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it was warmly embraced by the Japanese people and it continues 
to enjoy widespread support in the 1980s. 

From the standpoint of the individual citizen, the system 
offers relatively free access to medical services on an in-patient as 
well as on an out-patient basis and assurances that financial crisis 
will not be the automatic result of medical crisis. A much greater 
measure of medical security is thus available to the average 
Japanese citizen than to his or her American counterpart. From 
the standpoint of the provider, there is assurance not only that 
fees for service will be covered, but also that customers will be 
encouraged to enter the market for services quite freely. Indeed, 
over-utilization of services has been a major problem over the 
years. Although the system has been more or less continuously 
under attack by the Japan Medical Association (JMA), medical 
care providers have benefited enormously by the system. 

The major features of the health insurance system are outlined 
in Table 4.3. It is unnecessary to go into details regarding the 
various plans here except to note that there have been many 
modifications of the system that have not seriously comprom- 
ised the integrity of the social insurance model.® Until the late 
1970s private life and casualty insurance companies were not 
permitted to offer health insurance coverage. However, in 
keeping with the recent emphasis on utilizing the “vitality of the 
private sector,” private companies are now permitted to offer 
supplementary coverage. It is not clear to what extent this will 
alter the basic thrust of the system and the government’s 
decision to open the market was quite controversial. Govern- 
ment officials insist that social insurance will continue as the 
basis of the medical security system. Skeptics suggest that it was 
not so much the malfunctioning of the social insurance system as 
pressure coming from the domestic private insurance industry to 
create new investment opportunities as well as from the United 
States to open Japan markets to outsiders that led to the decision. 

This is not to suggest that the social insurance system has not 
had its problems. However, it was not until the early 1980s that 
serious reform efforts were taken by government officials with 
respect to the social security system in general (Liu 1987). In the 
health insurance branch of social security, increasing costs as 
well as imbalances in payments and benefits provided the 
impetus for the ongoing reform effort. Cost containment and 
rationalization of costs and benefits has been the target of 
numerous investigations and reports and a far-reaching strategy 
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Table 4.3 Japanese health insurance system in 1986 






Number of Insured Per- 
(As of March 31, 1984) 







(as of March 31, 1984) 
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of change is now underway (Kosei Tokei Kyokai 1985). Health 
policy-makers insist that their strategy is proving successful in 
containing costs and they are able to offer evidence to support 
their claim. They are also able to point with pride to a number of 
measures that have addressed the imbalances between the 
various schemes and to reorganization efforts that promote 
rationalization and efficiency. One such measure was the 
creation of a new scheme for retired persons as a special branch 
of the National Health Insurance plan.’ The most remarkable 
reform, however, was the enactment of the Health and Medical 
Services for the Aged Law in 1982. 


Health and medical services for the elderly 


Even more remarkable than the 1982 reform, perhaps, were a 
number of reforms implemented by Japanese social policy- 
makers in 1973, often referred to as “the first year of the welfare 
era.” In particular, as a consequence of a 1972 amendment of the 
Old-Age Welfare Law of 1963, all Japanese citizens of 70 years of 
age and older (bedridden 65 years and over) became entitled to 
virtually free medical services through the health insurance 
system. The cost-sharing of that segment of the population was 
assumed by the various insurers, public and private. However, 
the burden fell especially heavy on the public sector and the 
National Health Insurance scheme in particular. The proportion 
of elderly citizens being twice that of all other schemes com- 
bined, the National Health Insurance scheme increased its share 
of medical costs for the elderly from 20.8 per cent in 1973 to 32.0 
per cent in 1981. As indicated in Table 4.4, the distribution of 
the burden of medical care costs for the elderly within the health 
insurance system was uneven and a mechanism for more 
equitable distribution was lacking. The distress felt by national 
and local government officials in charge of National Health 
Insurance schemes was intense and soon was seen as a threat to 
the integrity of the overall system. That, plus the increased ratio 
of medical costs for the elderly from 10.8 per cent of total 
medical costs in 1973 to 19.4 per cent in 1982 contributed to the 
climate for change that developed in the late 1970s and into the 
early 1980s. Japan’s experiment with “free medical care for the 
elderly” thus came to an end in 1983 with the implementation of 
Health and Medical Services for the Aged Law (Steslicke 1984). 
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Figure 4.2 Health services for the elderly in Japan 1986 
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The fact that the 1982 Law instituted a measure of cost- 
sharing by elderly patients, even though it was slight, created a 
good deal of consternation in Japan that has not been put to rest. 

| Cost-sharing remains controversial and this feature of the 
broader reform strategy has tended to deflect attention from 
what are the more significant aspects of the new system. More 
specifically, the new system of health and medical services for 
the elderly not only addresses the cost-sharing and rationaliza- 
tion of health insurance financing but also seeks to implement a 
comprehensive health program as indicated in Figure 4.2. It is 
comprehensive in that it incorporates prevention, treatment, and 
rehabilitation services for the aging population, with welfare 
services in general. Thus the goal is not only to integrate and 
coordinate personal and public health services but also to 
overcome the separation and fragmentation of social services 
that prevails in the west.* Viewed from that perspective, the 
cost-sharing features seem less onerous. However, it must be 
emphasized that the new system is still very much in the 
development stage and subject to both internal and external 
pressures (Steslicke and Kimura 1985). Integrated social policy 
measures have been the subject of considerable discussion 
among policy-makers in OECD countries and Japan’s bold 
move in that direction is noteworthy (OECD 1977). Many 
Japanese and foreign observers see serious problems and 
question the capacity for Japanese institutions and vested 
interests to absorb the redistribution of functions and rewards 
implicit in the new strategy. But many also share the ethos 
expressed in a recent report of the Long-Term Outlook 
Committee of the Economic Planning Agency that declared: 


It is necessary for us not to be excessively pessimistic about 
problems when we run into unknown variations. The shift 
towards an aging society in the future will force both social 
and economic fields, and others, to come up with various 
accommodations. However, we have so far conquered the 
changes in various domestic and external conditions. It is 
fully possible for us to carry out a smooth transfer if we grasp 
the problems correctly and make appropriate responses, 
given the long-term trend we are now facing. 

(Long-Term Outlook Committee, 
| Economic Council 1983: 118) 
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Such expressions of “determination” and the need for “resili- 
ence” are pervasive in the health policy arena, even though held 
with varying degrees of conviction. For example, there is a 
growing concern among ordinary Japanese citizens that what 
many had come to see as amenities of life in an advanced 
industrial society may be threatened. Indeed, there is a growing 
sense of entitlement to accessible, high-quality, and relatively 
inexpensive health services. Concerned groups and individuals 
are by no means quiescent and are becoming increasingly active 
at both national and local levels. Thus health policy entrepre- 
neurs are finding that in order to “grasp the problems correctly 
and make appropriate responses,” they need to take into account 
the bottom-up reluctance to give-up the gains of the recent past. 


Health policy and “creative conservatism” in the 1990s 


What the state should or should not do with respect to the 
organization, financing, and delivery of health services in the 
1990s and into the twenty-first century remains unsettled in 
contemporary Japan. The issue has been assigned a much higher 
priority on the national policy agenda during the early 1980s 
than at any other time since the end of the Second World War. 
However, national policy-makers have been preoccupied with 
various other issues related to defense, trade, and the changing 
domestic and international economies. Under the circum- 
stances, health policy issues have been somewhat less compel- 
ling than might otherwise have been the case. Therefore various 
options and alternatives continue to be studied. 

This is not to suggest that public and private sector partici- 
pants in the conservative coalition that has governed Japan in the 
past few decades are sanguine about the impact of economic and 
demographic changes on the health care system. The fact that 
the health status of the Japanese people is among the highest in 
the world and that the health services system has been relatively 
effective and efficient is of some comfort. Also widespread dis- 
satisfaction among consumers and providers of health services 
has not been a major problem, as in the United States, and the 
level of political conflict within the system has been quite low 
since the early 1960s. Still, there has been a growing appreciation 
of the complexities of the Japanese situation and that the rapid 
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aging of the population is not an illusion. Coming to grips with 
the profound changes in the environment in which the health 
system operates is regarded as a necessity. Failure “to grasp the 
problems correctly and make appropriate responses” could have 
dire consequences for health care consumers and _ providers. 
Moreover, major disturbances in the system could also impact 
on other sectors of the society and economy and thereby com- 
pound the problem of Japanese survival in a highly competitive 
and changing international market-place. Those high-level 
policy-makers who deal with the fundamental problem of sur- 
vival of Japan as an independent and affluent member of the 
international order are reluctant to intervene in the lower-level 
policy-making process operative in the health sector and they 
would prefer to entrust the task of policy development, 
coordination, and management to those who have accepted the 
challenge in the past. Thus far, the collection of government 
officials associated with the Ministry of Health and Welfare and 
other national ministries having some responsibility for health 
policy and administration together with representatives of 
“interested” groups and associations, insurers, providers, and 
various academic experts have demonstrated some capacity to 
deal with the issues. 

For example in October 1982, the Ministry of Health and 
Welfare instituted a “Headquarters of Promotion Comprehen- 
sive Measures for National Medical Care Costs Rationalization” 
headed by the Vice-Minister of Health and Welfare (JICWELS 
1983). The mission of the “headquarters” was to coordinate the 
medical care cost-containment effort from both a long-term and 
a short-term standpoint and to serve as the “nerve-center” for 
reforming the health insurance system. The effort not only was 
successful in articulating a reform agenda and strategy but also 
led to legislative and administrative actions that tended to 
promote the cause of cost containment and thereby enhance the 
prestige of ministry officials. As a result, the ministry has 
embarked on a comprehensive review of health policy issues and 
the formulation of a tentative plan for dealing with these issues 
in the 1990s and beyond. 

To be sure, these and other reform agendas have stirred a 
good deal of opposition from provider groups, insurers, labor 
unions, and opposition political parties —as well as from 
ordinary Japanese citizens who see a threat to the services to 
which they have become accustomed. As indicated earlier, rising 
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expectations and a growing sense of entitlement to high-quality 
health services within the populace has added another new 
dimension to the field-of-forces confronting health policy- 
makers. Therefore it would be premature to celebrate the 
victory of “creative conservatism” in dealing with the health 
policy issues of the 1980s and the 1990s. Whether it is possible to 
direct “the vitality of the private sector” so as to meet the needs 
and demands of Japan’s rapidly aging society remains to be seen. 
Nevertheless, it is clear that, whatever the outcome, the Japanese 
state will continue to play a leading role in setting the health 
policy agenda in the 1990s and in determining how Japanese 
health services will be organized, financed, and delivered. Such 
state intervention will have not only widespread acceptance 
within Japan but also a rich heritage of past accomplishments 
upon which to build. 

In conclusion, it should be emphasized that health care policy 
is no longer a purely domestic concern for those nations that 
compete in the international market-place for goods and 
services. The Japanese case illustrates that the way in which 
particular nations organize, finance, and deliver health services 
has a significant bearing on productive capacity and costs. 
Japanese leaders would very much like to maintain the relative 
advantage the nation has had in that respect and “to polish the 
Japanese diamond,” so to speak. To the extent that increasing 
health care costs, especially those related to the rapid aging of the 
populace, are perceived as contributing to the deterioration of 
Japan’s competitive position internationally — even greater 
“resilience” in the formulation of health policies for the 1990s 
can be expected. The challenge will be not only to contain costs 
but also to maintain the relatively high health status of the work- 
force that has served as an important basis for Japanese economic 
accomplishments of the past. 


Notes 


| For a discussion of the changing role of the Japanese state during 
the past century, see Johnson 1982, especially chapter 1. 

2 One vision of the “Japanese-style Welfare State” was incorporated 
into the New Economic and Social Seven-Year Plan of 1979 
(Economic Planning Agency 1979: 162-6). 

3 For more detailed description of the Japanese health care system, 
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see Hashimoto 1984; Steslicke 1987a; 1987b; Ohnuki-Tierney 1984; 
Lock 1980; and Ohtani 1971. 
4 A recent, brief description of the governmental system is presented 
in Kishimoto 1982 and Pempel 1982. 
The point is argued forcefully by Macrae 1984. 
For a review of the social insurance system in English (updated 
annually) see Social Insurance Agency, Government of Japan 1986. 
7 Institution of the new health insurance scheme for retired persons is 
described in National Federation of Health Insurance Societies 
(KEMPOREN) 1986: 33-5. 
Writing in 1975, Steven Jonas quite accurately observed: “The 
Japanese health services system is a complex one. It bears many 
similarities to the health care systems of the large western capitalist 
countries. At the same time, as one would expect, there are 
significant differences as well. For the most part, as in the west, 
there is a rather high degree of organizational and functional 
separation between the preventive, treatment, and rehabilitative 
services” (Jonas 1975: 58). 
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The health system in Spain 
Jess M. de Miguel and 
Mauro F. Guillén 


Spain is a case study in the early creation of a public and 
extensive — but deficiently organized — health sector, which 
coincides with high health levels of the population. The Spanish 
health system (which may be characterized by its unbalances, 
disorganization, and lack of adequate planning) does not prevent 
the population from enjoying good health, although public 
health problems such as infections, diseases, cleanliness, poison- 
ings, and epidemics still exist. An objective analysis of the 
problems of the Spanish health system leads the researcher 
towards variables other than those related to health care 
resources to explain the satisfactory health levels. It seems 
possible that once a certain degree of health development is 
achieved, health levels depend more on other (structural) 
variables. 

Our hypothesis is that health levels therefore do not depend 
directly on either existing health care resources or their 
utilization. Health inequalities are, however, the discouraging 
side of this rather contradictory situation in Spain. The public 
health sector still plays the main role in the attainment of a better 
distributed health status. In this study, we analyze the relation- 
ships between (1) health indicators (including health inequali- 
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ties); (2) health care resources and their distribution; (3) health 
system reforms, especially those of the public sector; and (4) 
structural factors that influence (1), (2), and (3). The case of 
Spain as a changing, many-faceted, inequitable society presents 
both new ideas and new facts for analyzing these relationships. 


Is Spain really different? 


Covering most of the Iberian Peninsula, Spain is a vast, 
mountainous, low-density country compared with the rest of 
Europe. The relationship between size and low population 
density has produced a model in which the population concen- 
trates in six specific areas (creating a hexagon), giving Spain one 
of the highest urbanization rates in Europe. Spain shares features 
of both Europe (low birth-rates, moderate economic develop- 
ment) and Latin America (late industrialization, high urbaniza- 
tion). The population is relatively young: 26 per cent are less 
than 15 years old according to the 1981 Census, and the 
proportion of persons 65 and older is still low (11 per cent). But 
in the 1980s birth-rates are decreasing rapidly, so Spain — 
although a Catholic country — will soon resemble low-natality 
Central European countries. This aging trend will bring not 
only an increased demand for health care, but also changes in the 
distribution of health care and personnel resources. Spain is still 
a prototype of a country with late, partial industrialization 
processes; with a market-driven economy that coexists with 
more traditional social structures; and with enormous differ- 
ences by social class, region, rural-urban state, and sex. 

Spain is also a case study in early state building and late 
peripheral nationalism (mainly the Basque country and Cata- 
lonia), which together reinforce the image of an invertebrate 
country. In spite of the many civil wars, pronunciamientos, and 
guerillas, the state is still centralist-oriented, and the health 
system is no exception to this rule (at least not until the 1980s). 
The Civil War of 1936-9 was the most important political event, 
bringing a sudden halt to all social processes except urbaniza- 
tion. During the resulting theocratic Franco regime, an exten- 
sive and powerful health system was developed. The stabiliza- 
tion program of 1959 set the conditions for the years of growth 
and prosperity that lasted until the dictator's death in 1975. The 
country smoothly transformed its institutions, approved a new 
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democratic Constitution in 1978; and, in 1982, elected a socialist 
government. But the health system suffered a crisis between 
1975 and 1982: a dilemma of whether it should go private or 
public. The first socialist government (1982-6) not only designed 
a unified model for the public sector that covered the entire 
population, but also organized a decentralization process with 
the Ley General de Sanidad (LGS) or General Health Law of 1986. 
The second socialist government (1986-90) is now coping with 
the problems of implementing that law, a reform that has been 
delayed for decades because of political reasons. Precisely at this 
moment problems and hopes come together. 

The Spanish health system has undergone various reforms 
during this century, culminating in the creation of the Seguro 
Obligatorio de Enfermedad (SOE) in 1944. Three later reorganiza- 
tions developed in the form of the Asistencia Sanitaria de la 
| Seguridad Social (ASSS) in 1967, the Instituto Nacional de la Salud 
| (INSALUD) in 1978, and finally the modern Sistema Nacional de 
Salud (SNS) in 1985 (see Table 5.1). At the present time the 
Spanish public sector is called the “National Health System.” 
Nevertheless it is an intermediate model between a national 
health service and a national health system. The public sector 
covers approximately a quarter of the ambulatory health care, 
and runs a quarter of all hospital beds in the country; it is also a 
health insurance system which accounts for three-quarters of 
total health care expenditure. Thus it works both as an insurance 
system and as a health care service at the same time. What is 
peculiar is that public health care resources are of a better quality 
than those of the private sector. 

Spain’s present health system originated in 1908 with the 
creation of the Instituto Nacional de Previsién (INP). This 
institution coordinated the various social insurance programs: 
retirement, illness, disability, maternity, and accidents-at-work. 
Conservative governments before the Constitution of 1931 
(which recognized the right to health insurance) tried to 
counterbalance social movements (especially those of the work- 
ing class) by enlarging these insurance programs. Put into 
practice after 1939, the idea was to satisfy the (industrial) 
working class and to restore workers’ ill health. 

In the years of hardship shortly after the Civil War, 1941-4, a 
Ley de Bases de la Sanidad Nacional and a Seguro Obligatorio de 
Enfermedad (SOE) or Compulsory Health Insurance were created. 
Both laws were a continuation of the Catholic reformism 
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characterizing the INP, but were now backed by the falangist 
component of the early Franco governments. The SOE was an 
invention of the powerful Minister of Labor, José A. Girén — an 
extreme falangist who ran both the health system and the 
vertical trade unions from 1941 until 1957. As a falangist project 
created during a military dictatorship, the SOE is a rare 
invention that brought about a large public health system. 

Since the 1940s the public sector (including hospitals and out- 
patient services) has changed little, although it has been 
gradually enlarged and has taken on new responsibilities. The 
SOE, which had been designed for industrial workers, grew 
during the following twenty years to cover a larger proportion 
of the population: 25 per cent in 1944; 45 per cent in 1963. But 
only one out of every ten beds belonged to SOE at that time. 
The government then decided to establish a more comprehen- 
sive model: Asistencia Sanitaria de la Seguridad Social with the Ley 
de Bases de Seguridad Social (1967). That model increased the rate 
of population coverage from 53 per cent to 84 per cent and 
gained control over 23 per cent of the country’s beds. In the 
early 1970s (and especially after the dictator’s death), the system 
went into a crisis, and ultimately was reorganized as INSALUD. 
Seven years later under the socialists’ rule, the formerly falangist 
project was transformed into a Sistema Nacional de Salud (SNS) 
or National Health System. By 1982 INSALUD covered 86 per 
cent of the population and maintained 26 per cent of the 
country’s (best) hospital beds. The new LGS (1986) seeks the 
total protection of the population, but it does not substantially 
change the organization of the public sector. 

The decade prior to the crisis of the 1970s saw the most 
intense expansion of the public system, covering an increasing 
percentage of the population, from industrial workers to all 
salaried workers. These years represent the maximum rate of 
hospital-building and enlargement of physician-hiring (85 per 
cent of the total), and of pharmaceutical expenditures (the public 
sector paid up to 76 per cent of those costs). This public sector 
served essentially the interests of health personnel, the pharma- 
ceutical industry, the contracted private sector (conciertos), and 
the political establishment. It took the first Socialist government 
most of its stay in office to understand and evaluate the situation 
and to pass a law designing a Sistema Nacional de Salud. This 
reform involves (1) unifying the public sector; (2) protecting the 
entire population (86 per cent was protected before the socialists 


133 


Success and Crisis in National Health Systems 


came to power); and above all, (3) decentralizing health care 
resources. The second Socialist government is supposed to 
implement the law (Garcia Vargas 1986). 

The problem concerning the lack of coordination between 
INSALUD and the Ministry of Health (MSC) remains un- 
resolved. The former INP, and presently INSALUD, is an 
extensive bureaucratic institution, with a huge power share, an 
arrogant administrative style, and relative autonomy. The 
second Socialist government reorganized the public sector in 
such a way that INSALUD is reduced to a mere resource 
administrator, deprived of planning and economic programm- 
ing powers. INSALUD’s budget for 1987 has risen to 1,200 
billion pesetas, representing an 11 per cent increase compared 
with 1986 and 28 per cent of all social security expenditure. The 
state’s share in this budget (25 per cent in 1987) is also increasing. 
Using 55 per cent of INSALUD budget, hospital care is the 
most significant expenditure. The Socialist government cannot 
further enlarge the public sector (partly due to resources 
scarcity), but may attempt changes in the health system’s 
organization. 

Studies about the Spanish health system are recent but sparse. 
The first empirical work (financed by the FOESSA Foundation) 
was published in 1970 as Chapter 13 of the Informe socioldgico 
sobre la situacién social de Espaia 1970 (Sociological Report on 
Spain’s Social Situation 1970) by Amando de Miguel et al. (1970: 
752-831). The Catholic-oriented FOESSA Foundation also 
promoted two later studies: in 1975 (by Adolfo Serig6) and in 
1983 (by Enrique Martin). These three reports combine basic 
statistics with the first health surveys of both the general 
population and health care personnel. The first analyses of the 
Francoist health system appeared in the 1970s with a critical 
account of the Social Security system by Felip Soler-Sabaris 
(1971), from a Catalonian perspective and in a radical style. 
After Franco’s death, a period of polemics gave birth to several 
studies on the possibility of a health care reform. The most 
official of these is the Libro Blanco (Subsecretaria de la Seguridad 
Social 1977). Three other conservative, although imaginative, 
interpretations by Gerardo Clavero (1977), Adolfo Serigé 
(1979), and Manuel Evangelista (1981) also belong to this 
period. A critical opposition that promotes the Servicio Nacional 
de Salud (a Spanish version of the British National Health 
Service) presents alternative models such as those of the 
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Catalonian socialists (Reventés 1977), the report on health care 
planning and reform by Jestis M. de Miguel (1978), and the 
study by Javier Yuste (1982). The first Socialist government 
began in 1983 with a series of analytical studies such as the book 
on health sector structures (J.M. de Miguel 1983; 1986). The first 
comparative studies appear during the 1980s: Josep A. Rodriguez 
(1986); Pedro J. Saturno (1988). But there is still no single study 
on the Spanish health system at present, and our understanding 
of the private sector in particular is limited. 

The government has yet to conduct a health survey of the 
population, although both the preliminary study and the design 
of the survey instrument have already been made. Official 
statistics (essentially of the Instituto Nacional de Estadistica) 
provide data on hospital care (from a hospital census), hospital 
morbidity (an annual survey), death causes (in the yearly issue of 
Movimiento Natural de la Poblacién), and health care personnel 
distribution. INSALUD publishes important information in both 
its Memoria anual and its Informacion econdmico-funcional de las insti- 
tuciones sanitarias, but with considerable delay, some confusion, 
and a lack of reliability. The decentralization processes of the 1980s 
have permitted some regional studies, especially in Catalonia 
(Departament de Sanitat i Assisténcia Social 1980) and in the 
Basque Country (Departamento de Sanidad y Seguridad Social 
del Gobierno Vasco 1982). These reports have emerged from the 
continuous political strains between Spain’s center and periphery. 

The Spanish health system is the result of an initiative by the 
falangist faction of Franco’s regime. The structural evolution of 
the health system has legitimized the various groups in power 
without taking the population’s needs into account. However, 
year by year the proportion of the population covered by the 
public system increased. During the last decade, the system has 
achieved a protection rate of nine out of every ten Spaniards, and 
unification of the public sector under the model of a Sistema 
Nacional de Salud has been proposed by the socialists (1982-86; 
1986-90). But neither that increase in the protection rate nor the 
improvement of the bed-to-person ratio explains the continually 
increasing health levels. 


Health system resources 


The health system in Spain lacks many resources and entails a rela- 
tively low expenditure. Spaniards typically consider the public 
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sector an extensive, or even excessive, system (partly because of 
the urban expansion of INSALUD hospitals). But in reality, 
institutional resources are still scarce, fractionated, and insuf- 
ficient. Spain spends only 6.3 per cent of its national income on 
health care. The health system is not expensive: it represents 85 
per cent of OECD's average health care expenditure. The trend, 
however, is to mimic most developed countries, which have 
doubled their expenditure over the last decades as well as aug- 
mented the proportion of the public share of expenditure. Main- 
taining a low public share of health care expenditure (73 per cent 
in 1982) compared with the average of other OECD countries (78 
per cent) (Table 5.2), Spain is below average in both trends, but 
rapidly closing the gap. The 70/30 pattern (70 per cent public 
resources and 30 per cent private resources) has changed little over 
decades, despite both socio-political shifts and health care reforms. 
The proportion of the population covered by INSALUD has 
reached a maximum of 86 per cent in 1983, but the proportion of 
INSALUD beds is just 27 per cent. The peculiarity of the Spanish 
health care system is that the public sector is more modern, 
efficient, and developed than the private sector. 


Table 5.2 Health expenditure and importance ef the public health sector 


Health expenditure as a 


Country’ percentage of national income —% of public (health) sector 
1960 1970 1982 1960 1970 1982 
Greece 2.9 3.9 4.4 59 56 77 
Portugal — _— 5.7 = -- 70) 
United Kingdom 3.9 4.5 5.9 87 87 88 
Belgium 3.4 4.1 6.2 62 85 94 
Spain — 4.1 6.3 — 56 73 
Japan 3.0 4.6 6.6 60) 65 73 
Italy 39 5,5 7.2 82 87 85 
Australia a7 5:7 7.6 47 56 63 
West Germany 4.8 3.6 8.2 67 75 80) 
Canada 5.5 7.2 8.2 44 71 74 
Netherlands 3.9 6.1) 8.7 33 85 79 
France 4.3 6.1 9.3 58 70 71 
Sweden 4.7 7.2 9.7 72 86 92 
USA 5:5 7.6 10.6 25 37 42 
OECD average 4.1 5.6 7.4 61 71 78 





Source: OECD 1985: 12 
Note: ' In increasing order of percentage of health expenditure in 1982. 
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Spanish health care resources follow a precarious pattern: an 
excessive number of physicians and a general lack of hospital 
beds. This requires several qualifications, but summarizes 
adequately the structural problems within the health system. 
With a national health system similar to the British NHS, Spain 
has fewer than half the number of people per physician than 
Britain, and even much less than another, culturally closer 
Southern European country such as Italy (Table 5.3). Spain is 
one of the most developed countries with the worst provision of 
hospital beds but one of the best physician-to-person ratios. 
Existing hospital beds fail to cover population needs adequately 
because a significant proportion is devoted to emergency 
services and to chronic and mental patients. Changes in the age 
structure (mainly aging of the population) are causing additional 
difficulties. The problem lies in bed scarcity and long average 
hospital stays (14.6 days) rather than in understaffing (1.34 
personnel per hospital bed). As a result, only 9.2 per cent of the 
population is admitted to a hospital each year, so the average 
number of hospital days per inhabitant per year is 1.3. 

All the studies about the Spanish health system — as well as the 
latest available data — suggest that the public sector is large, but 
also is disorganized and functionally defective, lacks planning, 
and has an uneven distribution of resources. The excessive 
number of physicians and the relative lack of hospital beds 
worsens the situation. Additionally, corruption is pervasive, and 
public/private boundaries are blurred. Taking all this into 
account, the high health level of the population — even higher 
than in many western countries such as the United Kingdom, 
Italy, and West Germany (Table 5.4) — is most surprising. The 
data support our hypothesis that after a certain level of health 
development is reached, the health system has little to do with 
either the actual health level of the population or its distribution 
among different population groups. (This second hypothesis 
requires further analysis for which adequate data are lacking.) 

With a life expectancy at birth of 76 years for women and 72 
years for men, in 1980 Spain surpasses other developed countries 
that have more sophisticated health systems: the United King- 
dom, Belgium, Italy, West Germany, and even the United 
States. The significant difference between women and men (6.5 
years) provides evidence for the idea of the modernity of this 
pattern. Remembering that Spain is predominantly Catholic 
with high (although decreasing) birth-rates, infant mortality is 
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unexpectedly low at 1.11 per cent — lower than in West 
Germany, Britain, and the United States. Prenatal mortality 
could still decrease, but in 1980 it corresponds to a pattern of 
countries with large numbers of illegal abortions rather than 
with low health level. Furthermore, if we consider other 
structural and health variables, Spain shows a comparative 
disadvantage. This mystery’s only solution can be that health 
levels also depend on other factors uncorrelated with the health 
system, or at least with the public system. 

How can we explain such a favorable situation? Which 
variables have produced such an accelerated progress? In three 
decades the Spanish female population’s life expectancy has 
increased by 14 years, the male population’s by 12 years (in 
1950, women’s life expectancy at birth was only 64 years, and 
men’s was barely 60 years). In just twenty years infant mortality 
rates have been reduced to a quarter of what they had been (from 
4.37 per cent in 1960 to 1.11 per cent in 1980). In 1982 the rate 
decreased even more (to below 0.96 per cent). The change has 
been so rapid that no clear explanations have arisen, although 
falling birth-rates might be a contributing factor. 

We may mention a few non-health aspects that contribute to 
high health levels in Spain: (1) a low proportion of women 
working (only 18 per cent of women of working age are 
employed outside the home); (2) high urbanization rates which 
facilitate health care actions; (3) a good basic health education 
and knowledge of the population, mainly of mothers and 
grandmothers, which means that children are well taken care of; 
and finally (4) the traditional Spanish diet which is rich in 
vegetables, fruit, and carbohydrates (potatoes, bread, rice), 
while at the same time the consumption of meat and milk-fat is 
not so high. Nevertheless, there are some other structural factors 
that do not favor good health levels: housing and sanitary 
equipment are deficient, consumption of pork is still high, and 
alcohol and tobacco consumptions are high and still increasing. 
The favorable variables do not fully explain recent improve- 
ments in health levels. Therefore, further research efforts are 
needed in order to explain the situation. 

In Spain there are not only few hospital admissions (3.5 
million per year, and 50 million days of stay), but also few 
deaths (fewer than 300,000 annually). We suspect that persons 
falling ill, persons being admitted to hospitals, and persons who 
die are different. Mental patients have the largest share of days of 
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stay (13 million days), but only a thousand people die of mental 
diseases each year. Reproductive processes are responsible for 
nearly 600,000 women being admitted to hospitals annually, but 
fewer than a hundred of those die. The data in Table 5.5 show 
that Spanish hospitals admit many persons who do not die 
during their stay: 29 per cent of all stays correspond to mental 
patients, 19 per cent to women who are admitted for normal 
deliveries (14 per cent of all admitted patients); 13 per cent to 
patients with digestive problems; and 10 per cent to patients 
with fractures or other external injuries. Persons who die do not 
represent a high percentage of admissions; the probable explana- 
tion is that hospitals are reluctant to admit terminal cases. Deaths 
due to heart or cerebrovascular diseases account for 41 per cent 
of the total number, cancer deaths for 20 per cent. These two 
categories together represent 62 per cent of all death causes but 
only 16 per cent of hospital admissions, which explains why 
only 2.5 per cent of those admitted die in Spanish hospitals. 


Table 5.5 Causes of morbidity and death in Spain 
Hospital admissions in 1984 


Diagnosis Deaths in 1979 Patients Days of stay 
% % %o 
Circulatory system 41.4 8.4 8.3 
Tumors 20.5 7.4 Tt 
Neoplasms 20.4 4.6 = 4 
Respiratory system 6.3 9.2 5.8 
External causes 5.7 10.1 7.3 
Digestive system 4.2 12.7 9.5 
Perinatal 2.4 2.5 3.0 
Infective and parasitic 
diseases 1.9 2.9 4.0 
Mental disorders 0.4 2.8 28.7 
Reproduction (females) 0.02 19.1 5.6 
Normal delivery — 13.8 3.8 
Others 17.1 23.4 20.5 
Total of defined cases 1) 10) 100 
(279,054) (3,002, 187) (45,476,613) 
Il-defined conditions 4.2 14.4 9.7 
Total (291,213) (3,490), 395) (50,346,116) 





Sources: INE 1983; INE 1986 
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Thus it is paradoxical that health levels are so comparatively 
high in a country that has moderate economic development; that 
is undergoing intense economic stagnation; and whose health 
system is small, disorganized, and characterized by unbalances 
in its resource distribution (too many physicians, too few beds). 
This state of affairs suggests that at high levels of health care 
development, health levels depend on other social, structural 
variables than just on health care expenditures. 


Impact of technology on health care 


Like that of many other countries, the Spanish health system has 
undergone a process of technical improvement, specialization, 
and price increases. Health care has developed at two poles: the 
primary health center (or ambulatorio) and the modern hospital. 
Josep A. Rodriguez (1986) has analyzed the seven processes of 
change in Spain’s health care, especially in the hospital system: 


1 Concentration of beds in a decreasing number of hospitals; 

2 First period of a public sector centralization; 

3 Relative privatization of health care; 

4 Structural lack of hospital beds; 

5 Scarcity and inadequacy of resources; 

6 Defective utilization of resources, with multiple corruption 
levels; 

7 Persistence of several types of health inequalities, e.g. 
social, biological, and regional. 


The various reforms have intended to improve the network of 
health care, but the processes of technologization and institu- 
tionalization are so strong that the outcome has been a 
reinforcement of the hospital system, especially the public 
system included in INSALUD. That hospital network (70 per 
cent of which is public) is the core of health care. One reason for 
the reinforcement of the hospital system is its low starting-point: 
the lack of hospital beds in Spain is so noticeable that special 
efforts need to be devoted to improving and expanding that 
network. This goal, however, remains unattained despite the 
rise in hospital expenditure. A second reason is that some 
hospitals have been increasingly allocating resources to primary 
health care (PHC), with a continuous climb in the number of 
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both out-patient services offered and emergency admissions. 
The final result is the worst: the public hospital system has not 
actually expanded; public beds are still unevenly distributed 
geographically; resources have been taken away from PHC; and 
the best primary-care consultations are now being held in 
hospitals (the so-called consultas externas). 

Table 5.6 shows that despite the creation of a public system 
(from SOE to SNS) that eventually covered the entire popula- 
tion, hospital bed rates have only slightly increased (4.4 beds per 
1,000 inhabitants in 1949 and only 5.0 in 1982). Many small 
hospitals (35 per cent) have disappeared in these years, most of 
them private and traditional. This balance is surprising consider- 
ing both the notorious scarcity of beds and the high resource 
concentration. In spite of this lack of (public) beds, the public 
system has been operating at low performance levels: with long 
average stays (15 days) and filled to only 73 per cent of capacity. 
This situation should favor an expansion of the private sector, 
but it prefers to concentrate on private medical consultations 
and marginal activities related to hospital care, creating a model 
in which public hospitals and INSALUD are subsidiaries of 
private medicine. 

The outcome is discouraging: just 9 per cent of the population 
receives hospital care yearly, the number of deliveries per 
delivery unit and day is especially low (1.4), the number of 
surgical operations per operating room and day is equally low 
(1.5), and the number of autopsies is exceedingly low (9 per 
cent). The problem is not that these indicators do not improve 
rapidly (some even worsen), but rather that they seem to stag- 
nate. All these data support the hypothesis that the basic struc- 
ture of the health system resists both changes and reforms, 
and even remains insensitive to them. Structural changes are 
exasperatingly slow, and the impact of governmental policies 
(from different ideological backgrounds) is almost impercept- 
ible. 

In 1983 INSALUD maintains over a thousand PHC centers 
and employs approximately 45 per cent of all personnel. 
Ambulatory services are primarily in the hands of the public 
sector, which serves not only as a first-selection institution 
(conducting middle-class patients to the private sector and 
chronic or difficult cases to the public sector), but also as a PHC 
service for the lower classes. The ambulatory care system 
(which is the most widely spread) sends away a patient every 
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three minutes in general consultations and every seven minutes 
in specialty consultations. It seems clear that in such a short 
time, complete diagnosis and treatment are impossible. The out- 
patient services in INSALUD hospitals actually play the role of 
the PHC, devoting twenty-one minutes to every patient (Table 
5:7). 

Technology and hospital expansion have produced a general 
disorder in the health care system: out-patient services in 
hospitals are really PHC consultations; specialty consultations 
are general medicine consultations, and general medicine con- 
sultations are bureaucratic mechanisms distributing patients 
within the public sector once the most profitable patients have 
been screened out. The duplicity in private and public jobs of 
those persons working for the public sector (especially physic- 
ians) allows for an efficient transfer of patients from one sector 
to the other. Many physicians in the public sector solicit patients 
to come to see them privately. The ambulatory system is cheap 
(a consultation there costs one-seventh of that in a hospital), but 
of poor quality. The worse its quality and the greater the 
number of patients to deal with, the better for the private- 
consultations sector (and especially for physicians working for 
both sectors). 

The growth of hospital care at the expense of PHC is a 
double-discriminatory process; reinforcing technologization 
while raising health care costs, it aggravates social inequalities. 
The fact that consultations last only two or three minutes and 
that hospitals are scarce and unevenly distributed does not justify 
their deficient utilization, their operation at low capacity, or the 
long stays. The technological impact has been unexpected: 
public PHC has been impoverished and has deteriorated, and 
public hospitals still need to be developed, improved, and made 
more flexible. 


Private versus public 


Is there an actual privatization of the Spanish health system? This 
question has no simple answer. There is an extensive public 
sector (70 per cent) and a private sector (30 per cent), 
proportions that have hardly changed over decades despite the 
creation of SOE, SS, INSALUD, and finally SNS. No 
particular tension or conflict seems to exist between the two 
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sectors; in fact, overlapping between them is pronounced. The 
public sector mimics the organizations, patterns, structure, and 
goals of the private sector, while the private sector takes 
advantage of public patients and resources for its own interests. 
This two-sided process coincides with the aforementioned three 
processes: (1) public sector deterioration, (2) slow institutional 
privatization, and (3) rapid health care internationalization with 
equipment and standards set abroad influencing local procedures 
and health care. 

In thirty-three years public sector hospitals have decreased 
their share of total beds by only 2.4 per cent (69.8 per cent in 
1949, and 68.2 per cent in 1983). To postulate a process of hospital 
privatization regarding bed ownership, however, is inappro- 
priate at this time. Only during the 1960s and the 1980s has the 
private sector progressed slightly, while the 1970s represent the 
apogee of the public sector. A modern SNS has been created in 
the mean time, but at the expense of both local and state 
administration beds (except for those owned by the Ministry of 
Education and Science, which runs the teaching hospitals). 
When the private sector grows, neither the charity nor the 
church hospitals expand, but rather the private hospitals and, to 
a lesser extent, those of the Red Cross (which are likely to be 
transferred to the public sector in 1987). Table 5.8 indicates how 
the Spanish hospital sector changes to remain the same (in a 
structural way), and how the aggregate increase in the number 
of beds is close to zero. Again, the structure is insensitive to 
reforms. 

The Spanish health system is confusing: the public sector takes 
care of many private patients, and private sector health care is 
paid primarily by the public sector. Fewer than 10 per cent of 
admitted patients pay for their care. In local administration 
hospitals this percentage rises to 18 per cent (even greater than 
that of patients who pay for themselves in the private sector). In 
most private hospitals only 18 per cent of all patients pay 
directly. On the other hand, the largest proportion of patients 
(22 per cent) pay directly in the Red Cross hospitals. Nearly 8.2 
per cent of patients admitted to private hospitals are supported 
by another institution: either the social security (52 per cent) or 
the so-called voluntary insurance agencies (25 per cent). That is 
to say, the SNS runs only 27 per cent of total beds, but accounts 
for 41 per cent of hospital admissions, and pays for 70 per cent of 
all hospital health care. In brief, the public sector is disorganized 
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and corrupt, and the private sector lives on resources of the 
public system. 

Table 5.9 clarifies these relationships. The social security 
(INSALUD in 1982, and now SNS) pays for 70 per cent of all 
patients. The remaining 30 per cent is shared equally by other 
public institutions, by voluntary insurance agencies, and by the 
patients themselves. Within the public sector INSALUD is a 
radically different system, with its own financial instruments 
and just 5 per cent private patients. The rest of the public sector 
(25 per cent of all patients) is quite similar to the so-called private 
charity sector (which includes charity, church, and Red Cross 
hospitals and accounts for 12 per cent of all patients), and is even 
similar to the private hospital sector. In the three cases of the 
private-charity sector, private patients constitute between 12 per 
cent and 18 per cent, and the social security pays for between 
46 per cent and 63 per cent of them. The only difference is that 
private hospitals depend on voluntary insurance agencies to a 
greater extent (30 per cent of the patients versus the average 
10 per cent). 

The hospital system — for which we fortunately have data — is 
an image of that confusing structure common to the whole 
health system, where health care, costs, and control are in 
different hands. The outcome is apparently disorganized, but 
actually effective and rational: the health system (private or 
public) serves private interests (institutional or personal), but 
rarely considers the needs of either the users of the system or the 
population in general. 


Medicalization of society 


The Spanish health system has been reorganized several times, 
but its basic structure is largely the same. Both an unprecedented 
expansion of health personnel and a halt in the creation of new 
health care centers have been allowed. For each new center 
or bed created, another disappears. Health personnel have led 
the way for the health system’s improvement, lobbying at 
INSALUD/SNS, at the Ministry of Health, and the hospitals. 
Under the shadow of an expanding public sector (with resources 
and equipment), the power share of professionals and expert 
physicians has been tremendous. Within the context of both the 
health system and the health sector personnel, the power of the 
medical profession was unlimited until 1982. 
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The advantages of a health system that alters its external 
appearance without changing internally are seemingly innumer- 
able and far-reaching. The public sector has been hiring fewer 
and fewer physicians every year, accounting now for 60 per cent 
of the total; a few years before the rate was 85 per cent. That 
percentage will continue to decrease. In the midst of an 
economic recession, the private sector cannot afford to hire 
additional physicians. So both under-employment and unem- 
ployment will rise considerably. 

The public sector aids employment expansion, hiring most of 
the country’s doctors (85 per cent of all physicians in the 1970s). 
Since 1976 the sector began hiring nurses and later other types of 
personnel. The situation until that year was peculiar: more 
physicians than nurses, more medical students than physicians. 
Furthermore Spain had the world’s lowest proportion of female 
doctors. At the end of the 1970s (and for the first time) the 
system employed more nurses than doctors. The 1970s brought 
another considerable increase in female employment, of both 
nurses and physicians. By 1984 women constituted almost 25 
per cent of all physicians, the majority of pharmacists, half of the 
health personnel, and 62 per cent of all health sector personnel 
(Table 5.10). 

Contrary to some stereotypes, Spain has one of the highest 
urbanization rates in Europe. Over a third (36 per cent) of the 
population lives in one of the fifty province capitals. Resources 
are concentrated in urban areas: 64 per cent of all health 
personnel work in those fifty cities. Concentration is more 
intense regarding physiotherapists (75 per cent), dentists (68 per 
cent), and nurses (65 per cent). The urbanization rate of health 
resources between 1980 and 1984, however, seems to have 
decreased. None of the health system versions — SOE, SS, 
INSALUD, SNS — has produced an adequate plan. Studies 
show that hospitals are even more poorly distributed than health 
care personnel. 

In brief, feminization is still a strong trend (partly because of 
the low starting-point), but the urbanization of health care 
resources seems to have slowed, and in some cases has receded. 
Urban unemployment has forced new graduates to seek jobs 
outside the fifty capitals where jobs were once available due to 
the higher average age of personnel working in non-urban areas. 

Both medical education and medical knowledge in Spain have 
undergone an internationalization process. But again, planning 
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has been non-existent. The only important action was to create a 
numerus clausus program in medicine in 1979. The number of 
medical students has been reduced from almost 80,000 in 1980 to 
slightly less than 60,000 three years later. But academic failure 
has also diminished. Conversely the number of pharmacy and 
veterinary students has risen considerably. The number of 
veterinary students increased 6.8 times between 1970 and 1983, 
with more than a third (36 per cent) of all students being 
freshmen. 

The power share of the medical profession is about to shrink 
because first, its relative number within health sciences gradu- 
ates is decreasing, bringing more competition from other 
careers, and second, a rapid feminization process is occurring. 
And this process continues at an even higher rate than that of all 
health professionals, meaning the feminization of other health 
personnel will follow its path. By 1983 46 per cent of all medical 
students and 68 per cent of pharmacy students were women. In 
veterinary medicine, which had previously been a male career, 
women now make up 35 per cent of the students and 25 per cent 
of the university teachers. Thus there is a double process in 
health careers: first, a decreasing number of university students | 
(although parity exists between medicine and veterinary), and | 
second, rapid feminization in all careers and at all levels. | 

The system is self-regulatory: the number of medical students 
has been reduced dramatically, but not that of new graduates. In 
1950 fewer than a thousand students (898) graduated from 
medical schools; nine times that many, however, graduated 
three decades later (7,752 in 1980) and still more in 1983 
(10,355). The numerus clausus has also achieved a better student- 
to-teacher ratio: 15.2 in 1980; 10.6 in 1983. 

Again, the reforms implemented in the health system are 
insufficient to alter the structure. Perhaps the dominant groups 
know how to take advantage of those changes to obtain 
additional benefits. What seems evident is that health care — 
especially medical care — is good business. 





Social and health inequalities 


With the limited data available now in Spain, the task of 
measuring health inequalities has become understandably diffi- 
cult. The only serious attempts have been the study by M. 
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Angeles Duran (1983), the health survey in Barcelona (Anté 
1984), and some partial studies (J.M. de Miguel 1976; 1985: 71— 
132; Alonso Hinojal 1977; Mayor Domingo 1977; and Pérez 
Penasco 1983). Spain boasts a high health level, higher than that 
of some more developed Western countries. But health discrep- 
ancies do exist: in 1976, Jestis M. de Miguel defined the main 
factors of health inequality in Spain as: sex, age, social class, 
rural/urban strata, and regions. A decade later these inequality 
factors remain the same. The creation of SOE in 1944 solved 
some of the health problems of certain social groups, particu- 
larly industrial workers (which that law called “economically 
weak producers”). The reform of the social security, and later of 
INSALUD in 1978, consolidated a dual system of medical care, 
with a public system of social security for the lower classes and a 
system of technologically advanced (and private) medicine for 
the upper classes. Paradoxically INSALUD sometimes gener- 
ates health imbalances rather than eliminating existing ones. 
Above all, this institution reinforces a model of two socially 
disparate health systems. This dual model is dealt with by the 
Servicio Nacional de Salud (national health service), which, after 
four years, of discussions and fights among pressure groups, 
was reduced to a national health system (SNS). As such, it merely 
attempts to unify the public sector. It will be difficult for that 
model to reduce the widespread health inequalities that exist in 
Spain. 

Certain internal differences are notable. The upper classes seek 
health care at private hospitals in a proportion seven times 
greater than that of the lower classes, but they go to private 
physicians only three times more frequently than the latter. In 
part, these differences may be because a private physician is 
cheaper than a bed in a private hospital. The actual difference, 
however, is that it is more likely that the upper classes in Spain 
know how to utilize the best of both the private and public 
sectors (using the SNS when appropriate and probably without 
standing in line). 

The problem is not a discrepancy in access to health care 
resources by social class, but the poor quality and low utilization 
of those resources, although medical care is quite different by 
class. As in many western countries with an extensive public 
sector, Spain’s middle and lower classes (which are protected by 
the public sector) seek physician consultations and are admitted 
to hospitals more frequently than the upper classes, as shown in 
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the Barcelona health survey (Ant6é 1984: 51). Medical consulta- 
tions for the lower classes are quick (65 per cent last less than five 
minutes), but this is the case in only 5 per cent of upper-class 
consultations (Duran 1983: 112). Surveys reveal that most 
Spaniards (64 per cent) believe private hospitals to be the best 
(versus 20 per cent who prefer those of the social security). The 
same question addressed to physicians, however, points out the 
opposite relationship: only 33 per cent feel that health care is 
better at private hospitals (Mayor Domingo 1977: 815-16). The 
lower classes use the public sector, but the higher the social class, 
the more frequent the use of private insurance programs or a 
combination of both sectors. Differences by social class run 
deeper regarding PHC (4.6 times as many lower-class than 
upper-class patients go to INSALUD ambulatory services) than 
regarding hospitals (2.6 times as many lower-class than upper- 
class patients use INSALUD hospitals). Thus the discrimination 
intensity of Spain’s health system resides in PHC and not so 
much in hospital utilization. 

In some situations, however, health inequality processes seem 
to be reversed. For instance upper-class women give birth in 
private hospitals fourteen times more often than lower-class 
women, while the latter use public hospitals with a frequency 
seven times greater than the former. The data show that 48 per 
cent of lower-class mothers gave birth at home last time, and an 
additional 10 per cent without technical assistance. On the 
contrary, only 17 per cent of upper-class women gave birth at 
home, and none without technical help. Social inequality is still 
important, although disguised with a symbolic utilization of 
private hospitals as a social status indicator. 

Tobacco and alcohol consumption provide a similar instance 
of health inequality processes, as pointed out in the health survey 
of Barcelona (Ant6é 1984: 84~95). Addictions are a good example 
of sexual inequalities, sometimes being more conspicuous than 
social inequalities. The higher the social class, the lower the 
proportion of men who consume tobacco and alcohol. The 
reverse is true for women, especially as far as cigarettes are 
concerned. The same survey (Anté 1984: 74-7) shows that 
dental health inequalities directly correlate with social class but 
not with dentist consultations. Consistently we find that health 
inequalities are structural (they depend on inequality factors such 
as social class and sex), but they do not depend on health care 
utilization (medical consultations and hospital care). 
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This relation holds even when we introduce a third variable: 
regional variations, which are especially influential in Spain. The 
differences in distributions of hospital beds and physicians by 
province are narrowing. The country’s northern part has high 
rates, particularly in provinces specializing in psychiatric 
hospitals (such as Valencia, Teruel, and Tarragona). Map 5.1 
shows that private-ownership patterns represent an even more 
important factor than economic development in explaining the 
uneven distribution of beds. It seems clear that even within the 
public sector, hospital planning is inadequate: frequently 
hospitals are built where they are not needed. The secular trend 
of lacking hospital beds appears to be unchanging in the 
southern part. The most surprising fact is that hospital-resources 
inequalities among regions are even more intense than those of 
physicians. 

The medical profession originally concentrated in the northern 
section following the pattern of private ownership which was 
better distributed among the population than in the south. But 
thanks to increased mobility, in the last few years there has been 
a shift not only towards the periphery (especially towards the 
Mediterranean), but also to provinces with medical schools 
(Barcelona, Valencia, Granada, Seville, Salamanca, Vizcaya, 
Navarra). Both tendencies are now overlapping. Still, resource 
distribution has nothing to do with needs: the poorest parts of 
Spain have the fewest health care resources. 

But these geographical inequalities in resource allocation 
surprisingly are not in accord with the health level of the 
population in certain areas. Mortality within the first twenty- 
four hours after birth correlates positively with hospital bed 
rates in poor areas (Orense, Caceres, Huelva), but less with bed 
rates in the coastal north and in the interior. In the latter, hospital 
beds are more important than physician availability; this 
explanation also holds for early neonatal mortality, but to a 
lesser extent. In Galicia (with the exception of La Corufia) there 
are many deaths due to both general economic underdevelop- 
ment and resource concentration in La Coruna. In some 
provinces with many psychiatric beds (not very useful for 
deliveries), there is a positive correlation between high infant 
mortality rate (IMR) and high bed rates. 

Relationships between health resources and health levels are 
reasonably easy to establish when two such closely related 
variables as hospitals and babies born are taken into account. 
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Map 5.1 Distribution of health sector resources (per 10,000 inhabitants) | 
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But when the IMRs are analyzed, these relationships vanish. 
The south has high IMRs, partly due to the lack of both hos- 
pitals and physicians. But IMRs are also high in the north, 
especially on the northern coast, including the Basque Country 
(which is a well-developed area, although Catholic and with 
high birth-rates). Alicante has a low IMR despite its lack of beds 
and doctors. The plateau of Castile and Aragon (to the north 
and east of Madrid) also enjoys a low IMR, with the exception 
of Soria. In summary, IMR distribution is difficult to explain, 
and seems to be unrelated to either hospital or human resources. 
A series of structural factors may account for those differences: 
urbanization, Catholicism, rate of female workers, nutrition 
patterns, birth-rate, migrations, development of the periphery, 
economic development, population in schools, private owner- 
ship, and land ownership. And although more complicated, 
such structural factors offer more validity than health care 
resources variables. The Spanish government ignores not only 
how, the health system may improve health levels, but also how 
to diminish health inequalities. The solutions to these problems, 
however, are implemented by organizational reforms and not by 
structural changes of social reality. 


Crisis, what crisis? 


In Spain health disasters have always brought about reforms of 
the health system: with last century’s cholera pandemics and 
more recently with the oil poisoning (“toxic syndrome”) of the 
1980s. The reform of the Ley General de Sanidad (LGS: 1986) 
represents the first extensive political reform of the health 
system. A whole legislative term (1982-86) was needed to pass 
this law. But the second Socialist government (1986-90) is 
supposed both to develop the LGS and to implement the 
invention of the Sistema Nacional de Salud. Like any other 
socialist reform, two underlying goals are present: first, to 
increase the health level of the population, and second, to 
diminish social and health inequalities (Lluch 1983; Garcia 
Vargas 1986). 

These changes are sought by transforming three main factors: 
knowledge, power, and organization. Knowledge of the health 
status of the population is still weak. Public health in the 
contemporary sense has barely begun in Spain, and the first 
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specialists in epidemiology (such as those in public health) are in 
a marginal position with respect to health care power centers, 
even those within academia. The obsession for health care 
decentralization and for resource transfer to regional administra- 
tions (the Comunidades Auténomas) has drawn attention to 
existing resources (the famous “health maps”), but not to either 
the availability and quality of those resources (public and 
private) or the social and health inequalities of the population. 
Knowledge about health education is scant, and negative 
outcomes are still erroneously being attributed more to a lack of 
“health culture” by the population than by the politicians or 
experts. 

Meanwhile, power concentration has shifted from the medical 
profession towards the new managerial group. Thus a new 
health care class has emerged: managers and health economists 
(most of whom are men). It is true that health professions (even 
the medical profession) have become more feminine, but power 
is nqw held by a new masculine profession. The new managerial 
class is now in charge of decision-making and planning. The 
goals are to control health care expenditures strictly rather than 
to ameliorate health inequalities. No one seems to care about the 
population; there is no evaluation of its needs. The first four 
years of socialist rule were too brief to implement a “national 
health survey,” and it remains to be seen whether the second 
Socialist government will be able to carry out and evaluate the 
survey, as well as to adapt its design to the actual needs of the 
population rather than to existing resources. The weakest aspect 
of the present reform is the absence of popular participation. 
Community participation (and population participation in 
general) seems weaker now than in the previous decade. 

The most dramatic change has occurred in organization, 
although no analysis of its consequences on health levels has 
been undertaken; the LGS is regressive as compared to the 
preliminary projects. A national health service to control both the 
public and private sectors was intended in principle. But in the 
end, a national health system was adopted, which simply unifies 
the apparently dispersed public health care sector. A decentral- 
ization of the health system was carried out at the same time, 
implementing resource transfer to the seventeen regional govern- 
ments (beginning with Catalonia, the Basque Country, and 
Andalusia). Another aim is to favor the PHC sector at the 
expense of the hospital system and to follow a public policy of 
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health promotion. Thus far this goal has not been attempted: a 
good statement of purpose, it has had no effective reflection in 
the budget. Since the public sector seldom allocates enough 
resources to investments, the system is progressively deteriorat- 
ing. The containment of economic cost has been successful, but 
at the expense of reducing health levels in certain population 
groups and in growing fees. The assumption that the greater the 
expenditure on health care, the higher the health level of the 
population seems to be false; but this realization must not lead us 
to deny that expenditure cuts may result in lower health levels, 
higher health inequalities among groups, or both. The problem 
is that the boundaries between spending too much and too little 
are not clear, as the Spanish case shows us. 

The new Sistema Nacional de Salud (Figure 5.1) is a copy of the 
British NHS, although with the inclusion of some traditional 
Spanish institutions. The public sector is organized into concen- 
tric rings: state administration, health services of regional 
admjnistrations, health areas, and basic health zones. At each 
level a health planning mechanism is designed, which is then 
combined with ones from other levels to form a Plan Integrado de 
Salud (PIS) or Integrated Health Plan. The population participates 
merely as a consultative organism and always in a minority 
position. All in all, the new organization produces no change 
(except for the nomenclature) consecrating what already exists. 
One advance is that the public sector is regrouped, unified, and 
made accessible to the entire population. These goals are 
necessary but do not represent a huge change. Again, reality is 
faster than reforms. 

The history of Spain’s health sector is a concatenation of 
forced reforms (due to epidemics or shifts in office) and models 
that have served to legitimize the groups that backed them. 
While health care resources (except for physicians) have been 
scarce over decades, health levels have increased, reaching truly 
high standards, even higher than in many countries with higher 
standards of living. Thus we find a health care system which is 
(1) unbalanced (too many physicians, too few beds); (2) 
disorganized, fragmented, and sometimes chaotic; (3) subsidiary 
to private interests (those of the professions, the pharmaceutical 
sector, and the multinationals); (4) concentrated in an expensive 
hospital health care system, compared to PHC; and (5) lacking 
adequate planning, but which paradoxically still allows favor- 
able health levels. 
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Figure 5.1. The Spanish national health system 
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These high health levels are however unevenly distributed. 
Health inequalities are even more obvious than the high health 
level. Variables such as social class, sex, age, rural/urban strata, 
and province of residence underlie a structure in which not all 
the population shares the same health level; and only a small 
proportion may participate in health care planning. Our 
hypothesis that health levels do not correlate with resources seems to 
be true; nevertheless, it cannot be assumed that the (public) 
health sector has no part in eliminating health unbalances. This is 
why the alternative of promoting drastic budget cuts should be 
strongly criticized. 

In Spain the question is not to improve the already high health 
level of the population by means of additional health care 
expenditure, but to diminish the inequality structure and lack of 
health care resources (PHC and hospital beds in particular). It 
seems doubtful that a higher health care budget, by itself, would 
ensure a better situation. But a reorganization of existing 
resources along with a rationalization that considers the needs of 
the population (and not just the interests of pressure groups) 
would certainly improve distributive problems. Although 
Spaniards’ health does not seem to depend on health care 
resources, further deterioration of the health care system and/or 
indiscriminate cuts in health care expenditure might have 
disastrous consequences. Future health care reformers should 
analyze sociological and structural variables, and especially their 
impact on health levels. This is the lesson we learn by studying 
the Spanish case. 
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Donna E. Parmelee 


According to critics of western “medicine under capitalism,” 
socialist medicine holds forth the promise of an equitable and 
rational distribution of health resources according to need, a 
promise to be realized through decentralized, democratic control 
of the health sector by workers and citizens (e.g. Navarro 1976; 
Waitzkin 1983). The extent to which such an ideal can be 
realized has been subject to empirical test in various cases of 
actually existing socialism. With Sigerist’s (1937) early optimism 
about the achievements of Soviet medicine tempered by later 
researchers (Field 1967; Navarro 1977), the case of Maoist China 
became for some the model of what medicine could and should 
be (Horn 1969; Sidel and Sidel 1973). Until recent counter- 
developments under the post-Mao leadership, there were 
indications in China that the delivery of medical and health care 
could be decentralized, democratized, and equalized, with 
corresponding improvements in the population’s health (Sidel 
and Sidel 1982). Similarly the short-lived experiments of 
Allende’s Chile and the ongoing commitment of Castro’s Cuba 
to meet the health needs of their respective populations have also 
been singled out as models to be emulated (Navarro 1974; 
Danielson 1979; Waitzkin 1983). 
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In the context of such discussions of the theory and practice of 
socialist medicine, the case of Yugoslavia in the period since the 
Second World War clearly deserves greater attention than it has 
received to date. After first experimenting with the Soviet 
model of a centralized, state-controlled health sector, the 
Yugoslavs have attempted to decentralize, “de-étaticize,”' and 
democratize their health service and insurance systems in line 
with their evolving ideology and socio-economic system of self- 
managing socialism. To a certain extent they have succeeded. 
Thus the Yugoslav health sector arguably is now more decentral- 
ized, de-étaticized, and democratized than its counterparts in 
other existing socialist societies. With private medical practice 
virtually abolished, Yugoslav health institutions are conceived as 
neither state nor private but rather as “socially owned” organiza- 
tions managed by workers’ councils composed of their em- 
ployees and community representatives. Health services are 
financed largely through a network of local “self-managing 
communities of interest”; that is, health insurance associations 
which are formally governed by assemblies composed of users 
and providers of health services. Yugoslavia would therefore 
seem an appropriate setting for examining the prospects and 
problems of socialist medicine. 

Drawing upon extensive fieldwork and documentary analysis 
done in Yugoslavia during the period 1978-86, in this chapter I 
present a brief overview of the development of the health service 
and insurance system in Yugoslavia since the Second World 
War. Special attention is given to institution restructuring and 
innovation, essentially completed by the mid-1960s, which was 
designed to decentralize, “de-étaticize,” and democratize control 
of the health sector. Against the backdrop of this discussion of 
the formal organization of the health sector, I then turn to an 
evaluation of Yugoslav efforts to address three interrelated 
problems: 


1 Finding an “appropriate” mix among state, professional, 
and lay control over the health sector; 

2 Balancing decentralization of the polity, economy, and 
social services against official promises to redress the 
historical legacy of regional and other inequalities, includ- 
ing health inequalities; | 

3 Balancing user and’ provider demands and concomitant 
rising costs against the financial possibilities of a moder- 

ately developed country. 
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Country profile 


The Socialist Federal Republic of Yugoslavia is a country of 23 
million people located on the Balkan peninsula of south-east 
Europe. It is composed of six socialist republics which roughly 
coincide with the major ethnic divisions in the population: 
Bosnia-Hercegovina, Croatia, Macedonia, Montenegro, Serbia, 
and Slovenia. The Republic of Serbia includes Serbia Proper and 
two autonomous provinces, Kosovo and Vojvodina, so disting- 
uished because of their respective Albanian and Hungarian 
ethnic populations. Administratively the country is further 
divided into over 500 communes (analogous to counties in the 
United States). With an average of around 44,000 inhabitants, 
the commune represents the basic unit of local government 
(Federal Statistical Office 1986b). In 1980 Yugoslavia had an 
annual GNP per capita of $2,620 (US). Levels of socio-economic 
development, however, vary considerably along a north-west to 
south-east gradient, ranging from a high of $5,193 in Slovenia to 
a low of $812 in Kosovo. Such interregional disparities reflect the 
historical legacy of centuries of Austro-Hungarian and Ottoman 
Turkish domination of Yugoslav territories before the First 
World War, a legacy which has thus far proven to be a relatively 
intractable economic and a highly sensitive political problem for 
the Yugoslav Communities. Although less politically contro- 
versial, intraregional disparities are even greater, with variations 
in per capita income as high as 28:1 between urban industrialized 
and rural agricultural communes in Serbia Proper (World Bank 
1983; Federal Statistical Office 1986b). 


Transformation of the Yugoslav health sector under 
socialism? 


Coming to power in a war-torn and devastated country in 1945, 
the Yugoslav Communists initially retained the tripartite system 
of organizing and financing health services which they inherited 
from the interwar monarchy. A public (state) health service 
financed through state budgets continued to provide limited free 
care for people afflicted with specific diseases (e.g. acute 
infectious diseases) and those in certain risk groups (young 
children, mothers, elderly people). Facilities owned and oper- 
ated by social insurance funds to which employers and employees 
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contributed offered care to the country’s small but growing 
industrial working class (less than a quarter of the population 
was so covered). Given shortages of resources and the great need 
for care, private practice was permitted to continue, and indeed 
did so until abolished by federal legislation in the late 1950s.° 

The new Communist regime soon took steps to reorganize 
this three-part system in ways deemed more consistent with 
socialist principles. With the Soviet Union at that time the model 
of proper socialist development, state intervention and central- 
ized regulation of the health sector were strengthened. In 1948, 
for example, the social insurance facilities and personnel were 
merged with those of the state health service. Social insurance to 
finance health, disability, and pension benefits was made 
compulsory for blue-collar wage-earners and white-collar salaried 
employees and their respective dependents, and it was now 
administered through state social insurance institutes at the 
federal, republic, and district levels. Federal and republic 
ministries of health assumed responsibility for planning the 
expansion of health personnel and facilities under the country’s 
first five-year plan (1947-51). Furthermore, in a policy which 
encountered resistance until it was abandoned in the early 1950s, 
ministries of health could assign health workers to areas where 
mass infectious diseases were rampant and shortages of health 
workers most acute (that is, the less developed regions of the 
south-east: Bosnia-Hercegovina, Kosovo, Macedonia, and 
Montenegro). 

Yugoslavia’s break with Stalin and the Cominform, however, 
led to a break with the country’s early fascination with state or 
administrative socialism. After some initial floundering, the 
Yugoslavs began to develop their own model of socialist 
society, self-managing socialism, a model which they intended to 
be clearly distinguishable from that of the Soviet bloc. With 
varied emphasis and not without occasional setbacks, constitu- 
tional and legislative reforms after 1950 have been designed to 
transfer decision-making prerogatives from the federation to the 
republics/provinces and communes (political decentralization), 
and from government authorities at any level to health facilities 
themselves (Marx’s “withering away of the state,” or de- 
étatization, as the Yugoslavs call it). Simultaneously, there have 
been attempts to secure greater and more direct participation of 
health workers and citizens in the management of various 
aspects of the health sector (democratization). 
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These reforms aimed at the creation of a self-managed health 
sector can be illustrated by changes in the status of health 
facilities and health workers, and in the sources and administra- 
tion of funding for health services and capital expenditures. With 
regard to the status of health facilities, in contrast to the early 
post-war years when they were under the direct jurisdiction of 
the central state administrative apparatus, health facilities gradu- 
ally became relatively autonomous vis-d-vis the state and 
acquired the status of socially owned institutions managed 
(“self-managed”) by their employees and community represent- 
atives. In the 1950s federal and republic ministries of health were 
replaced by councils (and in the late 1970s, by committees) of 
public health, their name changes and reduced staffing reflecting 
their more limited jurisdiction over the operations of health 
facilities (for example, regulating the legislative framework of 
the health sector, supervising matters of common interest such 
as the supply and quality of pharmaceuticals and implementing 
international health conventions). 

As to the status of health workers under self-managing 
socialism, by the 1960s health workers were no longer state 
employees, and have since then been free to seek positions as 
they become available and are advertised. Like their counterparts 
in all Yugoslav socialized work organizations, these employees 
participate in the management of their work-places directly as 
members of “assemblies of workers” (all employees) and 
through referenda, and indirectly through their elected delegates 
in workers’ councils. Initially mandated at the level of the entire 
health facility only, since the 1974 Constitution these assemblies 
and councils are also formed for separate departments or clinics, 
known in Yugoslav parlance as “basic organizations of associated 
labor” (or OOURs, to use the Serbo-Croatian acronym). These 
self-management bodies have acquired increasing control over 
the organization of work, hiring and firing, allocations of 
revenues, and setting of pay scales. To ensure representation of 
“broader social interests,” community delegates have been 
included in self-management bodies in health institutions since 
their inception in 1953. However, in the 1960s these community 
representatives lost their majority membership in these bodies 
and, while still legally mandated, their involvement is often pro 
forma. In short, while democratization via community involve- 
ment has been weakened, democratization via health worker 
self-management has been enhanced. 
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Concomitant with these developments in the administration 
of health facilities, sources of funding for health services and 
capital expenditures have also changed. In the immediate post- 
war period, health facilities were funded through government 
budgets, compulsory social insurance contributions for blue- 
and white-collar workers in the socialized sector and direct 
patient fees (primarily from the large but declining number of 
uninsured private agricultural producers).* As part of broader 
processes of political decentralization during the 1950s, republics 
and especially local areas (districts and communes) assumed 
greater responsibility for financing health services. To illustrate, 
local budgets provided only 17 per cent of the combined 
expenditures for health and social welfare from 1947 to 1951; by 
1960, this share had increased to over 54 per cent. By the 1960s, 
the share of total health expenditures financed from government 
budgets at any levei had been reduced to a minimum. In 1965, 
for example, with virtually the entire population by then at least 
partially covered by compulsory health insurance, less than 5 per 
cent of total health expenditures came from government 
budgets, whereas 80 per cent was financed through local 
workers’ and farmers’ insurance associations. And, while 
government budgets had been the major source of capital 
investment funds during the 1950s, they accounted for only 
20 per cent of these funds in 1965. 

Trends towards decentralization, de-étatization, and democra- 
tization also affected the administration of the health insurance 
program. During the 1950s, the social insurance program 
(including health insurance) was removed from the competence 
of the state administrative apparatus, and acquired the status of a 
semi-autonomous public service managed by assemblies of 
insurees. The word “state” was dropped from the title of 
existing social insurance institutes which continued to imple- 
ment the insurance provisions. After extension of compulsory 
insurance coverage from workers in the socialized sector to 
other categories of insured persons (to private farmers in 1959 
and to self-employed craftworkers and professionals during the 
1950s), Communal Insurance Associations for each category 
were founded in 1962. Communal (or at times intercommunal) 
associations were given autonomy to determine insurance 
benefits above and beyond minimum standards prescribed by 
federal law until 1974 and by republic law thereafter, provided 
they agreed to collect the necessary funds.> (Federal grants and 
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republic-level “solidarity funds” assisted regions and communes 
unable to afford the basic level of services.) In addition to a 
professional staff, each communal association had an assembly 
composed of insuree-representatives formally charged with 
health planning and programming in the commune, negotiating 
contracts with provider institutions and determining the level of 
contributions from insurees and the types and range of benefits. 
In the 1974 Constitution, these insurance associations were 
rechristened “self-managing communities of interest” (SIZs in 
the Serbo-Croatian acronym) to reflect the fact that they would 
henceforth be co-managed by assemblies of user and provider 
delegates, and therefore settings where the interests of different 
social actors could be “harmonized,” in theory, with minimal 
state involvement. 


Balancing state, professional, and lay control over the 
health sector 


Through numerous constitutional and legislative enactments, 
the Yugoslavs have attempted to transform central state bureau- 
cratic control over the health sector into more decentralized, de- 
étaticized, and democratized control in accordance with their 
evolving ideology of self-managing socialism. In other words, 
they have experimented with various mixes of state, profess- 
ional, and lay control over health service delivery institutions 
and the health insurance program. It is one thing, of course, to 
prescribe organizational reforms though legal documents. It is 
quite another thing to implement these formal changes and yet 
another to have organizations then function as anticipated by 
reform architects. What, then, have been some of the results of 
the Yugoslavs’ efforts to alter the balance of state, professional 
and lay control over the health sector? 


Whither the state in health sector management? 


While the decision-making prerogatives of the central state 
bureaucracy have been reduced, the Yugoslav state has certainly 
not yet withered away (cf. Zukin 1984). For example, in the 
context of the country’s frequent economic crises since the 1960s 
(for example, problems with high inflation and unemployment, 
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balance of payment deficits, and foreign indebtedness), the 
Federal Assembly (Parliament) and its executive body, the 
Federal Executive Council, have repeatedly intervened with ad 
hoc wage and price freezes or limits on the annual rate of 
contribution for health insurance, the setting of which is a 
formally prescribed prerogative of the local health insurance 
association assemblies. Similarly these latter assemblies are 
supposed to determine the range of benefits to be insured 
(expressed by the Yugoslavs as matching “local needs with local 
financial possibilities”). However, the scope of their decision- 
making has been restricted by federally-mandated and, since 
1974, republic-mandated compulsory health care rights. The 
federal government also guarantees a certain measure of redistri- 
bution through grants-in-aid to the less developed regions of the 
country. And, not unimportantly, it has been the federal 
government which has orchestrated all of the various organiza- 
tional reforms leading to the creation (and re-creation) of health 
facility self-management bodies and of health insurance associa- 
tions. 

In addition to the ongoing federal involvement in the health 
sector, the roles of the republic/provincial and communal 
authorities must also be considered. Indeed, some have argued 
that a reduction in the prerogatives of the federal government in 
post-Second-World-War Yugoslavia (“central statism”) has 
been accompanied by the emergence of “pluralistic statism” at 
these lower levels of state administration. In effect, devolution 
of authority from the central state bureaucracy has meant partial 
de-€étatization but, perhaps more importantly, political decentral- 
ization or “pluralistic statism” (e.g. Sekulié 1983). 

Pluralistic statism appears in various ways in the health sector. 
To illustrate, as I have already noted, since 1974 republic and 
provincial legislation has prescribed the basic level of benefits 
which all communal health insurance associations must provide. 
Furthermore, while negotiations between the health insurance 
associations (since 1974, the SIZs) and health facilities regarding 
annual programs of health services are the subject of so-called 
“self-management agreements” which explicitly exclude direct 
state involvement, the government does have the legal right to 
intervene in the event that an agreement cannot be reached or if 
its contents are deemed “socially harmful” (Pejovich 1979). A 
more frequent and explicit case of state intervention is as a 
signatory to “social compacts.” For example, although formally 
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decisions on the allocation of health facility revenues and salary 
levels are entrusted to internal self-management bodies, the 
actual range of salaries for all work-places in a given commune 
or republic are set through social compacts negotiated among 
these work-places and the respective government authorities. 
And, for any major policy initiative of either the health SIZ or 
health facility (for example to introduce direct “out of pocket” 
payments for services or to call for a public referendum to raise 
funds for capital projects), it is necessary to have the support of 
various communal political structures, in particular the commune 
assembly and the local socio-political organizations (the trade 
union council, the Socialist Alliance, and the League of 
Communists).® 


The shifting balance between lay and professional participation 


Even with the state’s (or, better to say, states’) continued 
involvement in the health sector, the post-1950 evolution of self- 
managing socialism has allowed for some measure of lay and 
professional influence in the management of health facilities and 
the health insurance program. With regard to health facility 
management, legislation from 1953 mandated the formation of 
self-management boards in which community representatives 
would be in the majority. By 1960 some 20,969 persons were 
officially reported to be members of health facility self- 
management boards, having an average membership of 7.1 
members per facility. Given an estimated population in 1960 of 
18.4 million, this meant that more than 1 out of every 1,000 
Yugoslavs was formally involved in health facility management. 
Of these self-management board members, around 57 per cent 
participated as citizens selected by local government authorities, 
9 per cent represented the social insurance funds, 17 per cent 
were elected from the ranks of those employed in the facility, 
and 14 per cent served as ex officio members (e.g. health facility 
directors).” Out of the total membership, approximately 16 per 
cent were physicians and another 13 per cent were other medical 
workers. Despite the regime’s proclaimed desire to bring 
specific categories of the population into the political process 
which had been previously excluded or underrepresented in 
“undemocratic” socialist or capitalist societies (e.g. blue-collar 
workers and women), the experience of these self-management 
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boards in health facilities in the 1950s is quite typical of 
difficulties encountered in self-management bodies more gener- 
ally; namely, an overrepresentation of male white-collar work- 
ers (Parmelee 1983: 81-5). 

As to the actual functioning of these early self-management 
boards, the evidence is woefully limited. However, two 
Yugoslav sources do provide some hints concerning actual 
practice (Juzbasi¢ 1963; Georgievski 1972). For one thing, the 
presence of lay members in self-management boards apparently 
provoked considerable concern. Perhaps not surprisingly, health 
workers were not entirely pleased with the prospect of lay 
involvement in health facility management, particularly since 
such external representatives were not included in self-manage- 
ment bodies in economic enterprises. While unable to stop the 
formation of self-management boards with a majority of 
external members, some facilities reportedly slowed down the 
formation of these boards or even went so far as to strengthen 
the professional voice by having physicians from one institution 
nominated as external members of self-management boards in 
other health facilities. Moreover, during these early years, many 
of the issues formally within the self-management board’s 
jurisdiction were still regulated by law (e.g. wage and salary 
scales) or had to be decided in conjunction with government 
authorities (e.g. prices of services). Finally, with directors 
(normally physicians) playing the major role in facility 
management, self-management board influence was apparently 
quite marginal. 

During the 1960s two basic trends can be noted in health 
facility self-management bodies. On the one hand, health 
facilities became somewhat more autonomous vis-d-vis the state 
(i.e. de-étatization). For one thing, as noted earlier, a declining 
share of their revenues came from state budgets. For another, 
health personnel ceased to be state employees subject to state- 
determined pay scales, but rather became employees of their 
respective institutions with self-management rights to partici- 
pate in setting pay scales and making personnel decisions 
(including hiring and firing of directors). On the other hand, 
professional dominance over lay members of self-management 
bodies in health facilities was formally legitimized. The first 
move in this direction came in 1960 when new self-management 
boards composed exclusively of health facility workers were 
mandated. These new self-management boards were to share 
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decision-making prerogatives with new councils, at least half of 
whose members were to come from the community. According 
to legislation in 1965, however, these new councils could 
function with either a “broader” composition (including com- 
munity representatives and staff members) when deciding such 
matters as the distribution of revenues or with a “narrower” 
composition of staff members only for other matters. Establish- 
ing a precedent which continues to the present day, this latter 
move seems to have further weakened lay participation in health 
facility management (for example, by 1970, community repre- 
sentatives constituted only around a quarter of the total 
membership in the councils) (Parmelee 1983: 118—25).® 

As to the balance of lay vs. professional participation in the 
management of the health insurance program, the shift in composi- 
tion of the insurance association assemblies from exclusively lay 
members in the 1950s and 1960s to bicameral assemblies of users 
and providers of health services in the 1970s and 1980s is not 
unimportant. Couched in the self-management rhetoric of 
decentralization, de-étatization, and democratization, formal 
management over the social insurance institutes was transferred 
from the state bureaucratic apparatus to assemblies of insurees 
organized at the local, district, republic/provincial, and federal 
levels during the 1950s. As of 1958, for example, some 11,582 
insurees represented Yugoslavia’s growing white- and blue- 
collar labor force and their families in 390 local and district social 
insurance assemblies. With the introduction of compulsory 
insurance coverage for farmers in 1959 and territorial redistrict- 
ing of the units of local government in the early 1960s, by 1964 
some 5,473 worker-insurees and 3,263 farmer-insurees repre- 
sented their respective constituencies in 127 communal (or 
intercommunal) social insurance assemblies for workers and 92 
assemblies for farmers. However, following further territorial 
redistricting and the creation of self-management communities 
of interest (SIZs) in 1974, bicameral health insurance assemblies 
included 10,053 delegates in chambers of users and 3,432 
delegates in chambers of providers in 305 health SIZs in 1975.” 
Numerically at least, health providers now constituted one- 
quarter of the members of the health SIZ assemblies (Parmelee 
1983: 94-7, 203). 

At this point, it would seem appropriate to consider the actual 
influence these insurance assemblies have had in shaping 
insurance policies. With regard to the assemblies of the 1950s 
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and 1960s with exclusive lay membership, the available evidence 
would suggest that their actual decision-making powers were 
rather limited. For as already noted, governmental authorities 
continued to regulate the rate of contribution for health and 
other forms of social insurance and to mandate minimum levels 
of benefits. Furthermore, insuree influence was further limited 
by the fact that assemblies were convened rather infrequently 
(reportedly only twice a year in the 1950s) (Yugoslav Survey 
1960). While some measure of lay oversight was provided by 
executive boards which were elected from the ranks of the 
insuree assemblies and which met on a monthly basis, day-to- 
day operations were left in the hands of professional staffs of 
insurance administrators. If one takes seriously the critiques that 
insuree influence was inadequate and that the insurance program 
retained the character of a bureaucratic state structure despite its 
formally semi-autonomous status, then it would seem likely that 
these administrative staffs exercised considerable power in 
deciding matters not prescribed by legal regulations. 

Reforms in the health insurance program in the 1970s were at 
least in part justified by calls for greater worker (i.e. lay) control 
over the allocation of the fruits of their labor, in this case over 
allocation of funds for health care. In theory, the bicameral SIZ 
assemblies were intended to bring users and providers of health 
services together so that they could directly negotiate annual 
health care programs without the need for the state or other 
bureaucratic intermediary. Without denigrating the fact that 
Yugoslav laypeople have a greater formal opportunity to 
participate in health care decision-making via SIZ assemblies 
than their counterparts in most other countries, their actual 
influence is limited relative to that wielded by insurance 
administrators, by providers, and as noted earlier by local 
political structures (the commune assembly and socio-political 
organizations). 

That actual lay influence in health SIZ assemblies is lower than 
that which is formally prescribed is supported by my own case 
studies of three Croatian SIZ assemblies conducted in the late 
1970s and in 1984 (Parmelee et al. 1979; Parmelee 1983), as well 
as by available Yugoslav reports (e.g. Siber 1982). While the SIZ 
assemblies which I studied met more frequently than their 
counterparts from the 1950s (on the order of seven to ten times 
per year) and did not suffer from the frequently cited problem of 
SIZ assemblies more generally to get a quorum, the degree of 
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user influence was rather low. For their part, insurance admini- 
strative staffs continued to play an instrumental role in shaping 
health SIZ activities through their responsibility to set assembly 
agendas, to draw up often very complex contracts between 
provider institutions and the health SIZs, and to formulate and 
present most proposals for assembly consideration. Of the two 
chambers, the chamber of providers appeared to be in a better 
position to influence SIZ decisions, since their delegates were 
more organized and generally were, as I was told, “the strongest 
of the strong.”'® At meetings I observed of SIZ assemblies in 
three communes in 1984, there was generally little opposition or 
even discussion of agenda items, which were often presented in a 
perfunctory manner by the SIZ executive secretary, followed by 
a few supporting comments by another SIZ staff member or 
medical professional, and then by a ritualistic show of hands.!! 
The pro forma character of assembly meetings in part reflects the 
fact that items appearing on assembly agendas have already been 
cleared through the assembly’s executive body, the so-called 
presidency, where somewhat greater discussion by user and 
provider delegates was heard. Yet, as I was told by one 
experienced and perceptive user delegate (actually a physician!), 
to the extent that there was discussion at all it often focused on 
relatively minor issues (e.g. the purchase of a specific piece of 
equipment by a health facility or of an air-conditioner for the 
health SIZ office). On the other hand, when it came to proposals 
for financing the commune’s annual health care program 
involving millions of dinars, there tended to be very little 
discussion, let alone opposition. 

In sum, the results of Yugoslav efforts to decentralize, de- 
étaticize, and democratize the health sector have been mixed. On 
the one hand, they have achieved a remarkable (some would say 
excessive) degree of decentralization of health care delivery 
facilities and of health insurance associations. They have also 
succeeded in setting up various decision-making bodies com- 
posed of lay and professional members who have the oppor- 
tunity to participate in decision-making which was previously 
the exclusive prerogative of the central state bureaucratic 
apparatus. On the other hand, government and other political 
bodies, especially at the local and republic/provincial levels, can 
and do intervene. And, to the extent that one can still speak of 
democracy in the health sector, it is a democracy in which health 
professionals have a greater voice than laypeople, and a 
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democracy which is constantly at odds with the bureaucratic 
authority of health insurance administrative staffs. 


Decentralization and the redress of health inequalities 


One of the ongoing promises and problems of the post-Second- 
World-War Communist regime has been the redress of inherited 
inequalities in socio-economic development in general, and in 
health resources and health status in particular. While accepting 
inequalities based on the socialist principle “to each according to 
his or her work,” the Yugoslavs have declared their intentions to 
transcend differences stemming from economic underdevelop- 
ment and other unequal conditions of life and work (SFRY 1976: 
21). By implication, health inequalities are among those social 
differences which the Yugoslavs seek to prevent and eliminate 
since they are not (or should not be) based on application of the 
principle of distribution according to work performed. While no 
society has yet created a truly equal health system, this issue is 
especially critical in a country which has made a collective 
commitment to provide for the health needs of its people. Thus, 
even if full equality is an elusive goal (Anderson 1972), it would 
seem important for the regime’s legitimacy that its health 
inequalities are at least diminishing. 

In the light of Yugoslavia’s decentralization of responsibility 
for organizing and financing health care to the republics and 
communes, begun in the early 1950s and essentially completed 
by the mid-1960s, both interregional and intraregional inequali- 
ties merit consideration. Of the two sets of inequalities, 
interregional disparities among the different republics and 
provinces have been especially politically problematic, since 
regional boundaries correspond roughly to the homelands of the 
several Yugoslav national groups, which historically and to the 
present day have held divergent views on the appropriate 
distribution of power and privileges. With most funding for 
health care since the mid-1960s coming from contributions to 
local insurance associations or republic-level solidarity funds, 
the redress of interregional health inequalities has not been as 
divisive an issue as, say, the redress of economic inequalities. 
Yet, since decisions over the past two decades on supplemental 
federal grants for social services to the less developed regions, as 
for development funds more generally, have required con- 
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sensual agreement among the eight regions, interregional health 
disparities are not without political significance. 

While a complete evaluation of the Yugoslavs’ efforts to 
redress interregional health disparities over the post-war period 
is beyond the scope of this paper, data on a few selected 
indicators can be presented which illustrate that there is both 
good news and bad news.'? On the one hand, in terms of 
relative physician distribution measured by indexes of physician/ 
population ratios (Yugoslavia = 100), regional inequalities 
declined until the mid-1960s and thereafter remained relatively 
stable until the 1980s when a trend towards further declines can 
be noted (see Table 6.1). Significantly this positive development 
in physician density also applies at the extremes, where the 
relative position of the least developed region (Kosovo) has 
improved in recent years. Likewise, there have been gains in the 
regional distribution of general hospital beds (Table 6.2). 
Kosovo remains at a disadvantage, although it is encouraging 
that the decline in its relative position from 1960 to 1980 appears 
to have stopped. Interregional disparities in life expectancy have 
also decreased (Table 6.3). On the other hand, significant gaps in 
infant mortality rates persist, with two of the less developed 
regions (Kosovo and Macedonia) lagging far behind the rest of 


Table 6.1 Physicians' per 100,000 population, by region: 1952-84 


Physicians/100,000 
(Yugoslavia = 100) Physicians/ 
es FM) MN 
Region 1952 1961 1971 1981 1984 1984 
Less developed regions 45 59 65 72 75 152.3 
Bosnia-Hercegovina 41 57 63 73 75 153.1 
Kosovo 30 35 38 40 46 94.5 
Macedonia 59 72 87 95 97 197.5 
Montenegro 57 75 76 81 80 162.8 
More developed regions 125 * TA: 139" = 416" «115 234.4 
Croatia 132 12h «6114-418. -H2 227.5 
Serbia Proper 122... 32:- 121.099... 422 247.6 
Slovenia iSt.. 144. 129 123. WF 238.8 
Vojvodina 96 97 114 106 102 208.6 
Yugoslavia 100 100 100 100 = 100 203.7 


Sources: Federal Statistical Office (various years); Federal Institute for Public 
Health (various ycars) 
Note: ' Including stomatologists. 
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Table 6.2 General hospital beds per 10,000 population, by region: 1952-83 
General hospital beds/10,000 — General 


(Yugoslavia = 100) hospital 
ceca mee aie zeae EL EWE SO, 
Region 1952 1960 1970 1980 1983 1983 
Less devcloped regions 66 71 80 83 83 33.2 
Bosnia-Hercegovina 57 59 75 85 86 34.1 
Kosovo 49 73 63 57 59 23.6 
Maccdonia 90) 86 98 91 93 36.9 
Montenegro 89s: 109 96 108 104 41.5 
More developed regions 115. te 1 She Te 43.7 
Croatia PPS St 4S Fe = TFS 45.8 
Serbia Proper 102 109 99. 40F == 402 40).4 
Slovenia 145 155 164 147 141 56. 1 
Vojvodina 77 83 91 91 92 36. | | 
Yugoslavia 100 100 100 100 100 =. 339.8 | 


Source: Federal Statistical Office (various ycars) 


Table 6.3 Life expectancy at birth, by sex: 1952-4, 1981-2 





1952-4 1981-2 

Region Male Female Male Female 
Less developed regions 

Bosnia-Hereegovina 53 55 68 73 

Kosovo 49 45 67 71 

Macedonia 55 55 69 72 

Montenegro 58 60) 72 76 
More developed regions 

Croatia 59 63 67 74 

Serbia Proper 59 61 69 74 

Slovenia 63 68 67 75 

Vojvodina 58 62 67 74 
Yugoslavia 57 59 68 73 





Source: Federal Statistical Office (1986b: 42) 


the country (Table 6.4). Indeed, at the extremes, the relative 
position of Kosovo is worse in 1985 than it was in 1952! 
Thus, even with decentralization of administration and 
financing of health services, there do seem to be definite trends 
towards lessening interregional inequalities. These trends are 
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Table 6.4 Infant mortality rates,’ by region: 1952-85 


Region 1952 1961 1971 1981 1985 
Less developed regions 
Bosnia-Hercegovina 13.9 S6.7- S47 301 242 
Kosovo 145.9 125.9 89.6 62.9 59.2 
Macedonia 129.8 112.1 82.2 51.1 48.3 
Montencgro 80.4 61.4 27.8 22.8 20.9 
More developed regions 
Croatia 102.3 62:9 29.5 fad. -7 
Serbia Proper S7.0 66:3 37.3 23,8 ;7(269 
Slovenia 64.3 29.4 25.5 13.1 14.0 
Vojvodina 13.2 F166 MS VIS Ts 
Yugoslavia 105.1 82.0 49.5 30.8 28.8 


Sources: Federal Statistical Office (various years; 1986b) 
Note: __' Infant mortality rate = number of infant deaths per 1000 live births. 


particularly heartening given higher birth-rates in the less 
developed regions (especially in Kosovo) and given the increas- 
ing interregional gap in per capita health care expenditures and 
even greater disparities in per capita income (see Tables 6.5 and 
6.6 respectively). Accordingly it would appear that federal 
policies to establish medical faculties in the less developed 
regions (in Bosnia-Hercegovina in 1946, in Macedonia in 1947, 
and in Kosovo in 1969) and to provide supplemental grants for 
social services in these regions have had ameliorative effects. '* 
On the other hand, the inability of federal policies to mitigate 
broader disparities in standard of living, significant cultural 
differences as well as differences in the quality of health services 
among the regions would seem to account for persisting 
interregional variations in infant mortality rates. 
Intraregionally, two overlapping sets of health inequalities can 
be distinguished: disparities among the different categories of 
insurees (workers vs. farmers, in particular) and intercommunal 
disparities. Perhaps reflecting the Communists’ ambivalence 
towards private enterprise, private peasant-farmers have at least 
until recently occupied a second-class status in Yugoslavia’s 
health care system. For despite its important role in the national 
liberation struggle during the Second World War, the peasantry 
was initially excluded from compulsory health insurance cover- 
age. As part of the regime’s goal to industrialize the country and 
to entice the rural population to the cities, social insurance 
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Table 6.5 Workers’ insurance expenditures per capita,’ by region: 1963-84 


Per capita 
Yugoslavia = 100 expenditures 
(in dinars)? 


Region 1963 1971 1981 1984 1984 
Less developed regions 74 ” 3? Gi 6,896 
Bosnia-Hercegovina 80 80 59 70 7,979 
Kosovo 60 67 56 44 4,995 
Macedonia 68 67 60 52 5,914 
Montenegro 80 74 68 63 7,105 
More developed regions Tid. 2 ~- F22;- 122 13,868 
Croatia 14. 14h —-b2 422 13,875 
Serbia Proper 99 96. VIZ, 416 13,086 
Slovenia 148 143 171 160 18,097 
Vojvodina 94 99 93 95 10,726 
Yugoslavia 100 100 100 = 100 11,329 


Source: Federal Statistical Office (various years) 

Notes: ' Excluded are cash benefits under workers’ health insurance (c.g. sick 
and maternity leave pay, funeral benefits, etc.) and insurance administra- 
tion costs. 

* Dinars per US$, average of daily figures for June 1984 = 143.2 (OECD 
1984). 


Table 6.6 Income per capita, by region: 1954-80 





Gross material Gross national 
product per capita product 
(Yugoslavia = 100)' per capita” 

ENG EMG: Fs SSeS eae Fs US $) 
Region 1954 1965 1970 1975 1980 1980 
Less developed regions 71 65 61 62 60 1,580 
Bosnia-Hercegovina 82 69 67 69 66 L.Jo7 
Kosovo 48 37 34 33 31 812 
Maccdonia 69 73 64 69 66 1,72) 
Montenegro 53 72 78 70 80 2,086 
More developed regions 110 IS 1h eT 3,233 
Croatia WS “Fe eae “Ra 3,314 
Serbia Proper 84 95 97 92 97 2,534 
Slovenia 188 (187 193 |} 20i,. 198 5,193 
Vojvodina SS ilk: MO~ 2) « da 3,189 
Yugoslavia 100 100 100 100 100 2,620 





Source: World Bank 1983: 237 
Notes: ' Based on current prices. 
2 GNP per capita computed according to World Bank Atlas methodology. 
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benefits were extended in 1946 only to blue- and white-collar 
workers employed in the socialized sector and their dependents 
(then numbering about 12 per cent of the entire population). By 
the time that compulsory health insurance for farmers was 
introduced through federal law in 1969 and republic implement- 
ing legislation in 1970, almost half of the population was insured 
under compulsory workers’ insurance. Even then, the range of 
benefits insured for farmers was less comprehensive than that for 
workers, in effect leading to continued higher out-of-pocket 
costs and/or lower utilization rates for peasant-farmers (Hrabaé 
1968; Berg et al. 1976). These disparities may at last be 
diminishing in the wake of continued migration from rural to 
urban employment and moves in the 1970s and 1980s towards 
unification of the workers’ and farmers’ insurance programs 
(e.g. by 1981, over 80 per cent of the population was covered by 
workers’ insurance). 

Intercommunal variations in access to health care are another 
form of what I have defined here as intraregional inequalities. 
Although in part due to disparities inherited from the past, they 
have been perpetuated by the decentralized nature of financing 
health services via communal insurance associations and, to a 
lesser degree, by the reluctance of physicians to work in the 
“provinces”. Much like public education in the United States, 
wealthier communes have been able to develop their health 
delivery facilities and expand their insurance coverage beyond 
that possible in poorer communes. And, like their counterparts 
elsewhere, physicians have tended to be disproportionately 
located in urban areas, particularly in the capital cities of the 
different regions. On balance, republic-level solidarity funds do 
mitigate some of these disparities by assuring coverage of a basic 
level of health service as noted earlier. And, of course, a certain 
measure of concentration of expensive technology and specialist 
services is clearly desirable, provided that the services are 
geographically and financially accessible to those beyond a given 
communal boundary. While difficult to measure, one hears 
enough reports of higher prices being charged for services 
rendered in one commune to patients from other communes, or 
of efforts to keep health insurance funds within the commune 
(e.g. by limiting access to care elsewhere or by developing the 
commune’s Own capacity despite unused capacity in a neigh- 
boring commune), to realize that the problem of intercommunal 
inequalities has not completely been resolved. 
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Balancing user and provider demands and rising costs with 
the country’s economic possibilities 


Like all countries, Yugoslavia is confronting the dilemmas of an 
explosion in costs in the wake of seemingly endless demands 
from users for health services and from providers for new 
technology and facilities as well as increasing incomes. These 
dilemmas are especially problematic in a country such as 
Yugoslavia, where decentralization has tended to spark com- 
munal particularism and, in turn, unnecessary and expensive 
duplication of services, facilities, and health insurance admini- 
strative staffs among neighboring localities. It is also problem- 
atic in a country whose current regime’s legitimacy has at least 
partially been based on the promise to insure an ambitious 
package of health benefits at the same time as it has been moving 
out of the Third into the Second World. Even Yugoslavia’s 
renowned leader, Josip Broz Tito, was to acknowledge in a 1965 
article in Borba that more had been promised than could 
effectively be delivered: 


Immediately after the war, we introduced a series of measures 
beyond our material possibilities, for instance, with respect to 
social insurance and other social benefits, which are now 
causing difficulties. But we cannot go back on this so that we 
could start afresh in a more realistic way. We were wrong not 
to begin at a level in line with our material possibilities; 
because of that mistake we suffer now, but we have to persist. 
All our citizens know that. All sorts of social benefits which 
nobody dreamt before are now considered by people to be 
their natural due. People think that our standard of living 
must constantly rise and I agree with them. 

(quoted in Sirc 1979: 141) 


Throughout the post-war period, the Yugoslavs have used 
various methods to contain health expenditures while simul- 
taneously extending compulsory health insurance coverage to 
virtually the entire population and expanding the supply of 
health personnel and facilities. As already mentioned, the federal 
government has repeatedly intervened to freeze wages and prices 
or to put a cap on the rate of contribution for health and other 
social services. In the country’s current economic crisis marked 
by a $20 billion foreign debt, an inflation rate approaching 100 
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per cent and a 15 per cent unemployment rate, limits have also 
been placed on the rate of growth of health SIZ expenditures. 
Such limits can indeed be quite effective in containing rising 
expenditures, as evidenced by the declining share of the social 
product allocated for health (from 5.5 per cent in 1979 to 4.5 per 
cent in 1983) (Djurkovié 1984; MeStrovié 1984). 

In the context of the current as well as earlier economic crises, 
the responses of health delivery facilities and/or health insurance 
associations can be summarized under the rubric of three main 
strategies: marketization, rationalization, and externalization 
(Svetlik 1986). Marketization entails the identification of poten- 
tial patients with funds and the attempt to sell them services 
directly without the involvement of the health insurance 
associations (or SIZs). This strategy is illustrated by the sale of 
preventive examinations of workers directly to an enterprise, a 
type of contractual relationship which was foreseen at least as 
early as the 1974 Constitution, if not actively pursued until more 
recently. Other examples of marketization include the advertis- 
ing of the highly developed Ljubljana Clinical Hospital Center 
to people in Third World countries or of health tourism in the 
country’s hotels and spas to people in the First World. 
Marketization is still a rather limited strategy for coping with 
economic crises, at least to the extent that it resembles a 
reprivatization of the health sector. This latter point was 
brought home to me in the late 1970s when a socially owned and 
self-managed health facility proposed to develop a “private” 
diagnostic center at the Zagreb Hotel Intercontinental. The 
proposal met with considerable resistance since the center was 
intended to serve not only foreign patients but also Yugoslavs 
who were willing to pay extra for the privilege of a faster 
diagnostic workup than the socially owned facility could 
provide. And, although a very modest amount of individual 
private medical or dental practice has been permitted in a few 
republics, the idea for such a diagnostic facility went beyond the 
boundaries of tolerable private enterprise and it was not 
permitted. 

Rationalization, or the attempt to use available labor and 
capital more efficiently, has been a more common response to 
economic crises, and one which has had the full support of the 
state. From the 1950s on, one sees frequent calls in the health 
service literature to make better use of “internal reserves” in 
health facilities. Initially this took the form of efforts to 
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minimize duplication of diagnostic tests, to reduce unnecessary 
Overtime, or to merge all in-patient and out-patient facilities in a 
given commune into a “medical center” with a common 
professional administration which paralleled the self-manage- 
ment bodies discussed earlier. More recently rationalization can 
be seen in moves to substitute less expensive services for more 
expensive ones. For example, as in other countries, since the late 
1970s the Yugoslavs have placed greater emphasis on primary 
health care as a way to reduce more costly secondary and tertiary 
care. In addition, health insurance associations have produced 
detailed time normatives as standards against which to assess the 
quantity and quality of service delivery (cf. Letica 1984). While 
the latter represents an attempt to increase the efficiency of 
provider institutions, efforts to rationalize the operations of 
communal health insurance associations are also underway (e.g. 
through the creation of common administrative staffs for 
neighboring communes). 

Finally, externalization, according to Svetlik (1986), involves 
a shifting of responsibility for either provision of services from 
health institutions or payment of services via the health 
insurance associations to individuals or enterprises. On the one 
hand, a shift in responsibility for health care can be seen in 
attempts to organize home care for the sick as an alternative to 
hospitalization as well as in calls for greater individual respons- 
ibility for preventing disease and maintaining health through 
self-care activities. On the other hand, shifts in responsibility for 
payment for health benefits from the insurance funds to individ- 
ual or collective users have occurred at least since the 1960s. For 
example, coverage for certain services has been restricted (e.g. 
for treatment in health spas or drugs not on a list prepared by the 
health insurance associations). In addition, small users’ fees 
(known in Yugoslavia as participacija, or participation payments) 
have increasingly been introduced for prescription drugs, house 
calls, some specialist exams, in-patient room and board charges, 
and other services. A shift in responsibility to specific collective 
users can be seen in enterprises’ greater liability for payment of 
sick leave benefits before the health insurance funds take over. 
Namely, before 1966, enterprises covered only the first seven 
days of sick leave compensation; since then, they have paid for 
the first thirty days (with even some talk more recently to 
extend this to forty-five days). Or, should a health facility 
desiring to purchase a piece of equipment be unable to secure 
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funding from the health insurance association, it is not un- 
common for funds to be secured from a local enterprise. 

Not surprisingly, these various efforts to balance user and 
provider demands and rising costs with available economic 
means have not yielded a “perfect” solution, if such a solution is 
indeed even possible. As elsewhere, deteriorating economic 
conditions and the resultant attempts at cost containment in 
Yugoslavia have not been without untoward effects on the 
population’s health status (e.g. recent increases in infant mortal- 
ity rates) and on the ability of health care providers to keep 
abreast of world developments in medicine (e.g. in the early 
1980s, imports of professional journals were temporarily curtailed 
due to shortages of foreign exchange). And, like their counter- 
parts elsewhere, Yugoslav physicians are confronting the ethical 
dilemma of having the knowledge and skills to treat patients but 
insufficient resources to do so (e.g. as in the care of patients with 
end-stage renal disease) (Nikoli¢é 1986). With prospects for an 
easy or early solution of the country’s current economic 
problems rather gloomy, it appears that, financially speaking, 
the Yugoslav health care system will remain on the “critical list” 
for some time to come. 


Prognosis for the future of health care under Yugoslav 
self-managing socialism: some closing remarks 


Not uncommonly, Yugoslav authors make no pretense to end 
their books or articles with conclusions. Instead, they call the 
last chapter or section umjesto zakljucka, “instead of a conclu- 
sion.” Given the evolving, dynamic character of their society, 
this is perhaps the most appropriate way to call attention to the 
fact that self-managing socialism is indeed a process, or set of 
processes. My closing remarks on the prospects for health care 
under Yugoslav self-managing socialism should likewise be 
viewed as a “process” report. 

First, while the Yugoslavs have achieved a fair, even excessive 
measure of decentralization of their health sector, they have been 
less successful in their efforts towards de-étatization and 
democratization. To the extent that they continue to proclaim 
the latter objectives, they will have to grapple with the knee-jerk 
reaction of the state(s) to intervene and the difficulties of lay 
participation in very complex decision-making processes where 
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lack of professional or administrative expertise puts laypeople at 
an immediate disadvantage. Second, while some progress has 
been made in reducing health inequalities, continued redistribu- 
tion from the wealthier regions and communes to the less 
wealthy will be necessary given the substantial development 
differences which remain. Lastly, in the health sector as in the 
rest of the economy, the Yugoslavs are currently paying the 
price for having lived beyond their means. Yet, if the past can be 
used to predict the future, then the Yugoslavs’ capacity to 
overcome seemingly insurmountable odds should give reason 
for optimism that they will eventually find a way out of their 
current economic dilemmas. 


Notes 


1 “De-étaticize” and “de-étatization” are admittedly awkward 
renderings of the Marxist “withering away of the state.” The Yugoslavs 
have borrowed from the French (état) to create the Serbo-Croatian 
word, de-etatizacija. 

2 Material in this section is based on Parmelee (1983; 1985a). 

3 Private medical practice was made illegal though federal legisla- 
tion in 1958, although older practitioners were still allowed to practice. 
In the wake of a fiscal crisis in the late 1960s and growing 
unemployment among physicians and dentists, Croatia and Slovenia 
reintroduced private practice on a very limited scale. In the 1970s 
Slovenia again dropped private practice, and through a new health law 
passed in 1980 in Croatia, it appeared that private practice would be 
gradually phased out there, too. However, plans to abandon it in 
Croatia have been put on hold and Serbia is in the process of re- 
introducing private dental practice, again in the context of an economic 
crisis and a surplus of health workers. 

4 Ever since the disastrous attempt to collectivize agriculture in the 
later 1940s and early 1950s, the majority of Yugoslav farmland has been 
privately owned (c. 83 per cent in the 1980s). Over the course of the 
post-war period, the share of the population whose main source of 
livelihood is agriculture declined sharply (from 67.2 per cent in 1948 to 
19.9 per cent in 1981) (Federal Statistical Office 1986b). 

5 At a minimum, health insurance associations were required to 
insure prevention, control, and treatment of tuberculosis, venereal, and 
other infectious diseases subject to compulsory notification, care and 
treatment of patients with mental disorders, malignancies, rheumatic 
fever, and muscular distrophy; total health care for women during 
pregnancy and post-natal care for one year, for children up to age 15, 
for young people in school up to age 26, and for persons over 60; and 
various health education and environmental sanitation activities (Federal 
Committee of Labor, Health and Social Welfare 1979: 7). 
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6 The Socialist Alliance is a mass political organization. Its 
membership is considerably larger than that of the League of Commun- 
ists (as the Communist Party has been called since 1952). In 1981, the 
League’s membership was over 2 million (or 9.1 per cent of the 
population) while the Socialist Alliance had over 14.1 million members 
(or 63.1 per cent of the population) (Federal Statistical Office 1985). 

7 The remaining 3.5 per cent were listed as “others.” 

8 Since 1970, data on the composition of health facility self- 
management bodies have no longer been published in the Statistical 
Yearbook of Yugoslavia. Although community representatives in health 
facility management are still mandated by republic/provincial legisla- 
tion, I have not found further information on their exact numbers or 
actual influence apart from occasional anecdotal remarks implying that 
it is pro forma. 

9 These data for health SIZs in 1975 exclude Slovenia. In that 
republic, separate delegates are not elected to different social service SIZ 
assemblies, but instead are rotated among SIZ assemblies according to 
the issues under consideration. 

10 Although perhaps not typical, it is interesting to note that the 
executive secretary of the health SIZ in one of the communes studied 
was actually a physician who had previously been the director of the 
commune’s medical center. 

11 According to the minutes for ten meetings of one Zagreb SIZ for 
a sixteen-month period in 1983-4, only 3 out of a total of 109 agenda 
items were rejected by the assembly (e.g. a proposal to conclude a 
contract for provision of health services in another commune, a patient 
request for reimbursement of costs for treatment at a spa). 

12 I would point out that I reported mostly “bad” news regarding 
the Yugoslavs’ efforts to reduce interregional health inequalities in my 
earlier studies (Parmelee 1983; 1985a; 1985b). However, in light of 
more recent data from the 1980s, I must tentatively revise my previous 
assessments. 

13 Data on the actual amounts redistributed to individual less 
developed regions as federal grants for health care are not readily 
available. Total supplemental financing of social services, in general, for 
the 1966-84 period amounted to around 150 billion dinars (current 
prices). For the 1976-80 period, this represented 0.93 per cent of the 
social product of the socialized sector of the economy (Federal Statistical 
Office 1986a: 194-5; World Bank 1983: 243). 
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Seven 

A service within a service: 
the National Health Service 
in Scotland 


T.D. Hunter 


“Studies of British politics concentrate upon the politics of the 

largest single nation, England ... The relationships between 
Westminster and its constituent parts are usually neglected.” 

(P.J. Madgwick and R. Rose (eds) (1982) 

Territorial Dimension in United 

Kingdom Politics, London) 


Introduction 


In recent years in Scotland, there has been an upsurge of interest 
in the nation’s history and, above all, in the eighteenth-century 
Enlightenment, when Edinburgh was described by Smollett as 
“a hot-bed of genius.” This upsurge of interest in past glories has 
been accompanied by a lively debate about the continuing 
existence of a distinctive “Scottish identity.” Much has been 
made of Scotland’s separate educational, legal, religious and 
banking systems; but the impact of Scottish values on health care 
has not been studied. This chapter proceeds on the assumption 
that even a tentative examination of the Scottish Health Service, 
in the light of “the Scottish social ethic” (Davie 1961), will be 
likely to shed fresh light, not only on the health service in 
Scotland, but also, cross-nationally, on other health services 
and, in particular, on the National Health Service in England 
and Wales. 


Anglo-Scottish pas de deux 


Geographically, politically, socially, culturally, and demo- 
graphically, Scotland, with its own traditions and its own legal, 
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educational, medical and religious institutions, is a very different 
country from England; and, not only at the level of structure, 
but also in terms of process and of individual behavior, the 
Scottish Health Service is a different service from its English 
counterpart. The ways in which the two health services differ is 
only now beginning to be subjected to serious study (D.J. 
Hunter 1982, D.J. Hunter and Wistow 1987). Are the differences 
merely variations on a theme? Or are the geographical, political, 
demographic, and, in particular, the socio-cultural differences, 
which still exist between England and Scotland, as meaningful 
today, and as influential in their impact on health, as they were 
in the sixteenth, seventeenth and eighteenth centuries? 

The historian Maitland was well aware of the central paradox 
of Scottish history after the Reformation. Between the sixteenth 
and the eighteenth centuries, he said, “two kingdoms are 
drifting towards union, but two churches are drifting into 
discord and antagonism” (Maitland 1903). 

In agreeing that “the attractions and repulsions involved in 
this process fill a large page in the annals of Britain,” Davie 
(1961) has pointed out that, while it is right to bring into promi- 
nence the Heraclitean rhythm of a simultaneous drawing 
towards, and away from, England, it is misleading to identify 
the differentiating factors solely with religion. The Act of Union 
of 1707 is best regarded as combining a unity in politics (or, to 
‘be more accurate, in the political arrangements for the two 
countries) with a diversity in social ethics, that term being held 
to include medicine, education and law, as well as religion. 

Over the last two centuries, a profound change in the nature 
of the relationship between the two countries has taken place. 
Carlyle’s move, from “his wild moorland home” at Craigen- 
puttock to London in 1834, to make his career as a writer in 
England, was one of the earliest manifestations of the fact that 
England’s magnetic pull over Scotland had begun to extend to 
the cultural, as well as to the political, domain (Kaplan 1984). 

This change was dictated by the primary importance, in the 
affairs of the joint kingdom, accorded in the nineteenth century 
to economics, technological advance, and, in short, to material, 
at the expense of personal or inner, growth. The successive 
phases of the Industrial Revolution have reinforced the concept 
of a “unified British way of life” which would be indistinguish- 
able from the English way of life (Davie 1961). 

The ambivalent “agreement to differ,” which was the 
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hallmark of earlier centuries, has now been replaced by a process 
of anglicization, which is too easily assumed to be irresistible. 
What is actually in train may be a much more subtle process of 
cultural divergence, than that which obtained in earlier centuries 
(Ronen 1979). Are the Scots now diverging from a “unified 
British way of life,” not so much in terms of externals, as in 
terms of their internal value system, with Scottish democratic 
humanism, imperceptibly as yet, but at a deeper level than ever 
before, cutting across the mechanistic and idealistic English 
world-view? 

Carlyle’s friend, David Masson, Professor of English at 
Edinburgh University in the middle years of the nineteenth 
century, seems to have realized that, beneath the superficial 
anglicizing trend, there was another trend based on a more 
profound and less obvious, less parochial, dimension of the 
Scottish identity. Masson’s message to his countrymen was that 
there was no possibility of openly preserving the old distinctive- 
ness. “For the future,” he said, “it may be the internal Scotticism 
working on British, or on still more general objects, that may be 
in demand” (Masson 1859); and Robert Louis Stevenson made 
the same point when he spoke of writing English “with a 
Scottish accent of the mind.”' Hume’s careful removal of 
“Scotticisms” from his writings may have had less noble 
motives.* Current attempts to rid Scotland of its conventional, 
stereotyped image are undoubtedly aimed at uncovering the true 
essence of the Scottish dimension, and establishing it as a 
countervailing force to the anglicization, which has been in the 
ascendant for the last hundred years or so. 

In so far as health care in Scotland is concerned, profound 
differences of principle were already evident, in the 1840s, at the 
time of Chadwick’s sanitary reforms. Scottish doctors, while 
accepting the importance of dirt and squalor in the genesis of 
epidemics, were sceptical about the miasmatic theory of disease, 
which inspired the sanitary movement in England. Taking a 
deeper, and more structural,* view (which was also, however, as 
one would expect, a politically unpopular view) doctors like 
Professor W.P. Alison of Edinburgh attributed disease to the 
poverty and destitution of the new urban working classes 
(Brotherston 1952). 

Flinn (1965) suggests that it was this difference of opinion 
which delayed a Health Act for Scotland until 1867, whereas in 
England the first Public Health Act was enacted in 1848. 
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“Theoretical correctness”, he points out, “was the enemy of 
practical improvements in sanitation which were easier to effect 
than the elimination of poverty and destitution.” It has also been 
suggested, however, that the Scottish legislation was delayed 
partly because of the need to establish the principle of separate 
health legislation for Scotland. 

“At the same time,” writes Brotherston (1952), “the problems 
in Scotland were more acute, for the country had been hustled 
with disastrous rapidity from a much more primitive social and 
economic state.” And a former Secretary of State for Scotland | 
had already made the same point: 


In the early forties, everything changed at once. . . . Power 
and machines were transforming Scotland overnight. 
England with its tradition of great houses, half-country, half- 
city, absorbed the new stream of energy and directed it along 
her ancient channels in which it has flowed, although not 
without some straining at the embankment, even to our own 
day. But in Scotland, its torrent burst its banks altogether and 
spread out in submerging flood. 

(Elliot 1932) 


Housing was the worst environmental factor of all, the 
growth of factories in the great cities having been paralleled by 
the hasty erection of as many small houses as possible (with | 
overcrowding being the general rule) on every available acre of 
ground (Ferguson 1958). Since the nineteenth century much has 
been done to remedy Scotland’s housing problem. Nevertheless, 


the huge scale of this problem, at the present time, must be 
apparent to anyone who either lives in or visits the vast, 
poverty-stricken, damp-ridden, and culturally and socially 
impoverished proletarian ghettoes which ring too many of 
our towns and cities. 

(Wilson 1987) 


The need for government intervention in health care, provided 
that it was mediated through a Scottish agency, “was appreciated in 
Scotland at least as early and as clearly as in England” 
(Brotherston 1952); and the most powerful voice in Britain, in 
the nineteenth century, calling for government intervention in 
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“the condition of the people” problem, and, in the process, 
drawing attention to the ill-health, squalor, and destitution 
prevailing in Scotland’s slums, was that of Thomas Carlyle. 
Nothing could have been more alien to the Scottish social ethic, 
based as it is on time-honored notions of “the community of 
the realm,” than the distorted way in which laissez-faire 
economics developed in England in the early decades of the 
nineteenth century. 

Consisting, at first, of responses on an ad hoc basis to 
epidemics as they occurred, intervention by the state gradually 
became institutionalized. In 1911 arrangements were made 
which ensured that working men could obtain general medical 
care without charge. In 1919 the Ministry of Health was set up in 
London; in 1948 the National Health Service was established, 
with separate health services in England, Wales, Scotland and 
Northern Ireland. 

It is only in the light of this separateness, and of the 
complicated Anglo-Scottish pas de deux that continues to be its 
fascinating consequence, that the post-1948 evolution of the 
Scottish Health Service can be properly understood; and 
Maitland was never more perceptive than when he insisted 
(1903) that “the great continuities were not wholly on one side 
of the Border.” 

Now it is necessary to focus on the three elements of the NHS 
in Scotland, which are common to all organizational systems, 
namely, structure, process and behavior. 


Structure rules OK? 


Not always appreciated is the extent to which a poor country, 
thrust overnight as it were into the forefront of the Industrial 
Revolution, suffered from the ravages of a quantum-leap in 
British history; it overwhelmed Scotland, while only straining 
the fabric of society south of the border (Brotherston 1952; 
Elliot 1932). Moreover, in Scotland rural deprivation is also a 
problem, with its islands and remote Highland and other regions. 

As a major instrument for tackling the health aspects of its 
“frightsome” social problems (Gibson 1985), the Scottish Health 
Service came into existence none too soon. If there were doubts 
in individualistic England about the need for such a service, 
there were few doubts in Scotland, where people were well 
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aware of the great part played during the Second World War by 
the government-run Emergency Medical Service. In Scotland 
the NHS was, in general, warmly welcomed (Brotherston 
1987). 

The Scottish Health Service is broadly similar to that in 
England and Wales; but it is a separately administered service 
which was set up under a separate Act of Parliament. Although 
the United Kingdom has a unitary system of government, for 
certain internal services (for example, home affairs, health, 
education, personal social services) Scotland has, in the Scottish 
Office in Edinburgh, its own bureaucracy, linked to the 
bureaucracy in England through Dover House in Whitehall. The 
National Health Service in Scotland is administered from the 
Scottish Home and Health Department (SHHD), which is 
currently located in St Andrews House in Edinburgh. Through 
the Secretary of State for Scotland, the political control of 
SHHD and of the Social Work Services Group (SWSG) — which 
forms part of the Scottish Education Department (SED) — is 
retained in Scottish hands. 

The Scottish Health Service has no regional tier and is 
administered directly by SHHD through fifteen health boards 
and local units of management, which have only recently been 
constituted. The health boards vary in size. The major ones are 
responsible for larger populations than the English district 
authorities, since being coterminous with local authorities was 
given precedence over smallness of size (D.J. Hunter 1982). 
New arrangements for unit management, i.e. management 
below health board level, were the subject of a recent report to 
SHHD by English-based management consultants (SHHD 
1987). In an approach now regarded as inappropriate, even for 
industrial concerns, this applied “the general principles of 
management to management at unit level in the Scottish Health 
Service.” These arrangements were put into effect in 1986. 

Given SHHD’s size and decentralized position, it can perform 
some of the functions of a regional health authority in England 
in addition to its civil service functions. There is, therefore, a 
different type of central-local relationship in Scotland, with the 
central department more directly involved in a managerial 
capacity. To aid SHHD in these functions a number of 
departmental and quasi-autonomous agencics operate at national 
level. These arrangements were introduced following the first 
major reorganization of the NHS in 1974. 
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A multi-professional Planning Unit within SHHD is charged 
with the development of planning for the NHS. The Scottish 
Health Service Planning Council (SHSPC), positioned between 
SHHD and the health boards, is a source of advice to the 
Secretary of State and acts as a bridging mechanism between the 
government and the health service in Scotland. A number of 
national consultative committees (NCCs) of the health care 
professions provide a source of specialized advice to SHSPC. 

The Common Services Agency (CSA) provides a range of all- 
Scotland services (for example, information, supplies, blood 
transfusion, the ambulance service) under joint NHS/SHHD 
management. The CSA is a loose federation of agencies each 
providing a different service. Like SHSPC (which, with the 
NCCs, is unique to Scotland) it is testimony to a trend on the 
part of the Scottish Office (not always successful) to withdraw 
from involvement in the day-to-day running of services and 
share its managerial responsibilities with those working in the 
field. 

Prior to 1974, one important difference between the Scottish 
and English Health Services was the fact that in Scotland the 
teaching hospitals associated with Scotland’s four medical 
schools were not separately administered, as in England, but 
were part of mainstream provision. The idea of specialized (and 
possibly over-specialized) teaching hospitals, set apart from 
day-to-day provision, was wholly alien to Scottish medical 
traditions. That there were clear advantages in the Scottish 
system may account for the fact that, in 1974, the teaching 
hospitals south of the border ceased to be separately admini- 
stered.* 

Other differences between the Scottish and English Health 
Services are the relative lack of private medicine in Scotland, the 
close integration of general practitioners with the rest of the 
personal health services (there is no separately administered 
Family Practitioner Service in Scotland), the more rapid 
development of group and health center practice in Scotland 
(Hogarth 1987), and the greater amount of health services and of 
public sector, institutional provision in Scotland (Appendix 1). 

At the heart of those differences lies the symbiotic relationship 
that exists between the humanistic traditions of Scottish democ- 
racy and the grim social problems of Scotland, where Glasgow 
and Edinburgh at one time boasted of slums among the worst in 
the civilized world, and where parts of the West of Scotland 
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were still, until quite recently, reckoned to be among the most 
deprived areas in Europe.° 

Generally speaking, these differences have been regarded as 
marginal, being little more than modest concessions to those 
quirky people (the Scots) who inhabit the social wasteland lying 
north of Hadrian’s Wall. This may sometimes be the case, but, 
because of the above-mentioned anglicizing trend, it is a view 
which has been too readily accepted, in Scotland, as well as in 
England. Saunders makes the point (1950) that differences of the 
kind in question may appear to be trivial only in so far as 
Scottish traditions are not taken seriously, or are dismissed as 
incomprehensible. 

Against the view that English values are the only proper ones, 
Saunders sets up a counter-argument: if one looks at collective 
ideals and group-preferences in a more detached spirit than is 
fashionable in Britain (influenced largely by the parochial, 
south-east England) and if one even admits a certain validity to 
Continental and American viewpoints, then conflict between 
English and Scottish values will no longer seem “an uninterest- 
ing episode in which the bringers of modern civilization were 
resisted by the devotees of a moth-eaten regional routine.” On 
the contrary, it appears as a profoundly important argument 
between those who regard the traditional English outlook (even 
when carried to its current Thatcherite, or “radical reactionary,” 
lengths) as normal and natural and those who hold it to be, in 
important ways, “ecceatric and disturbingly out of line with 
Western norms” (1950). 

While it stresses, as Adam Smith stressed, the career open to 
individual talent, as opposed to the privilege and fixity of an 
ancien régime, the Scottish concept of democracy also stresses, as 
he did, the invisible hand of a collective, or communal, morality 
based on the belief that human society is inter-dependent or it is 
nothing. 

This concept of democracy aims at a flexible, just and 
harmonious society that would be a society of friends and equals 
in which, with the spread of intimacy and co-operation, the 
agencies of coercion would “wither away as unnecessary or be 
regarded as perverting” (Saunders 1950). It is crucial to the 
understanding of the Scottish ethos. At the opposite pole from 
the laissez-faire, authoritarian, and property-centered, “liberal” 
view of democracy, as this was formulated for the English 
middle class by John Stuart Mill and savagely criticized by 
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Carlyle (Kaplan 1984), Scottish democratic humanism has 
produced a marked emphasis in the Scottish Health Service on 
collective, public-sector provision, as against individualistic, or 
private, provision. It has also led to a participatory-planning 
ethos, rather than a managerialist one. Above all, it has resulted 
in general, as against over-specialized, medical services, with 
front-line, or generic, primary care services being regarded 
(long before this became the policy of the World Health 
Organization) as the whole basis and foundation of effective 
health care (Brotherston 1967). 


The dilemma of accountability 


These differences have financial applications; but Godber’s 
complaint (1975) about higher per capita expenditure in the 
Scottish Health Service (Appendix 1) than in England is 
misplaced. Equally misplaced is the question raised by some 
health economists as to the lack of impact on health status of this 
extra expenditure. So far as health status is concerned, health 
services are still, in the main, safety nets which prevent worse 
outcomes, rather than springboards which produce better 
outcomes. Higher per capita expenditure in Scotland is the direct 
consequence of a physical and social environment hostile to 
health, and of the persistent gravitational pull in the direction of 
“downward accountability,” which such an environment, in a 
profoundly democratic country, inevitably exerts on the health 
care system. 

What application do rigid financial calculations and rigid 
Treasury procedures have to a situation in which (to such an 
extent has deprivation become a way of life) the inhabitants of 
the Western Isles chew with their gums and use their false teeth 
only as items of apparel on special occasions (Williams ef al. 
1980)? 

At heart, the differences in structure between the English and 
Scottish health services reflect different approaches to the 
dilemma of accountability. In Scotland, accountability down- 
wards to the community rates more highly than accountability 
upwards. The opposite is true in England and Wales; and this is 
why, in general, the informal structure is noticeably more 
important than the formal one in the administration of the 
Scottish Health Service. 
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In this situation, SHHD is “pig in the middle.” Outposted 
from Whitehall and exposed in a unique way to local pressures 
the department is simultaneously constrained by the bureau- 
cratic imperatives emanating from Whitehall, particularly the 
Treasury. 

The belief that Scottish civil servants arrange matters so that, 
in questions with Whitehall, accountability downwards is made 
to prevail, is counterbalanced, in the eyes of critics of the 
Scottish Office, by what they regard as ambivalence, or drift, on 
the part of Scottish civil servants, leading to “managerial 
government.” On this view, the Scottish Office has no life of its 
own. It exists only when it is reacting in “knee jerk” fashion 
(D.J. Hunter and Wistow 1987) to cues provided by an alien 
government, which, after the 1987 General Election, had 
difficulty even in finding Ministers for the Scottish Office, since 
it was reduced to having only ten out of Scotland’s seventy-two 
Members of Parliament. 

In a still more cynical view, Scottish civil servants react to 
cues from the south only when they have to, taking the line of 
least resistance, since their main aim is to secure for themselves 
as quiet a life as possible, and as much power without 
responsibility as possible — a debased example of the condition 
described by Strauss (1961) as “bureaucratic degeneration.” 

No doubt a combination of these responses is always at work. 
No doubt some battles with Whitehall are won, some lost and 
some (whether for the right or the wrong reason) simply 
avoided. There is no denying the importance of the general 
willingness on the part of Scottish civil servants to bend or 
ignore the rules, since doing this, rather than getting too in- 
volved in the formidable task of changing them, is an important 
way of proceeding, for a small and relatively powerless border 
people. It is particularly important that rigid criteria should not 
be applied north of the border, since, in terms of health status, 
Scotland is reckoned to be one social class behind England.°® 
Only in odd pockets of the Scottish population (for example, 
Kelvinside in Glasgow) does the health of the inhabitants equate 7 
to that generally prevailing in south-east England. It is crucial, 
therefore, in questions of health care, to keep Scotland’s dire 
social history of abominable housing, dirt, poverty, and disease 
in the forefront of one’s mind, when any question arises as to 
informal methods of working or as to the gravitational pull of 
accountability downwards. 
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From structure to process 


At the level of process in the NHS, efficiency versus effective- 
ness did not become an issue as long as it was believed that, as 
the British people became healthier as a result of their new health 
service,’ the costs incurred by the NHS would stabilize, or even 
be reduced. 

The NHS, however, launched in a blaze of euphoria both in 
England and Scotland, soon ran into what is now more than 
ever its central problem, namely, that of meeting rising 
expectations without precipitating an unmanageable escalation 
of costs. In 1956 the Guillebaud Committee (1956) recom- 
mended that costs could best be contained through greater 
efficiency. There ensued an acute bout of managerialism, which 
soon dominated the NHS in England, with the Scottish Health 
Service taking its cue somewhat skeptically from the South. 

In the 1960s, there appeared a quick succession of various 
managerial panaceas, and in every part of the country training 
programmes for NHS administration were directed toward 
“dynamic management.’”* More ominously, the need for a 
“Health Service Beeching” was also noised abroad. From one 
point of view the 1974 reorganization, with its emphasis on 
managerial unification, was simply the apotheosis of the 1960s 
bout of crisis management. 

From another point of view, however, the reorganization was 
about an integrated system of health care. Accordingly, the 
emphasis on managerial unification was counter-balanced (in 
Scotland, more than counter-balanced) by an emphasis on 
integrated care and on health planning as the best and most cost- 
effective way of providing interrelated services to meet inter- 
related needs.” It was widely recognized that, between 1948 and 
1974, muddling through had been the characteristic posture of 
the NHS. 


Two approaches to health planning 
Health planning having thus originated in the ambivalent 
context of the 1974 reorganization, two contrasting approaches 


emerged: 


1 The rational-comprehensive, bureaucratic approach, which 
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calls for a detailed study of all the options before “the plan” 
is decided upon. Chiefly concerned with resource plan- 
ning — i.e. with planning for the future instead of planning 
the future, this approach starts from “here” instead of 
“there”, and, rather than adjusting means to ends, it 
chooses ends that are appropriate to available means. 
Rational planners concentrate on planning health services; 
and they want what they get: they do not try to get what 
they want. Their model of health care is the bureaucratic 
medical model, which puts social control] at the center of 
the health care task. 

2 The interactive, adaptive or “mixed scanning” approach 
whereby, after an initial “broad scan,” there is a process of 
“zooming in” for detailed work on key problems. Inter- 
active planners are not willing to settle for the current state 
of affairs, or the way they are going. Starting from “there” 
instead of “here,” they want both to design a desirable 
future and to invent ways of bringing it about. Their model 
of health care eschews social control and is primarily a 
socio-therapeutic, or human-ecological model. They are 
not content to plan health services: they plan for health in 
the sense of basic well-being. 

Mixed scanning is a dynamic synthesis of muddling 
through (or disjointed incrementalism) and rational plan- 
ning. In effect, it is a methodology of guided, or jointed, 
incrementalism, which is not inhibited from crossing 
agency boundaries, and indeed, depends upon skilful 
networking. 


The DHSS settled for an in-house, rational-comprehensive 
planning system, whereas Scotland, after an abortive flirtation 
with WHO’s Project System Analysis, turned, with the help of 
the Tavistock Institute for Operational Research, to mixed scan- 
ning. This was, in any event, more in keeping with the Scottish 
Home and Health Department’s participatory approach, and with 
the notion of planning as a process continuous and innovative. 

In 1975, at a conference in Nottingham, Keith Barnard and 
the writer debated the state of the art in the two countries. In an 
article on the English planning system, Barnard (1974) had 
already said: “In the past planning has all too often been 
simplistic. The present danger is to attempt a sophistication 
beyond the grasp of those affected.” 
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Invoking the fable of the tortoise and the hare, the writer 
suggested that the mixed scanning process would just be getting 
properly under way in Scotland, when the English planning 
system, by contrast, would just be starting to collapse; and, sure 
enough, a few years later, abandoning the “paper chase” into 
which the rational model had degenerated, the DHSS also 
turned to mixed scanning. Simultaneously, Scotland — drawing 
towards as well as away from England — had adopted some of 
the characteristics of the DHSS approach. For a brief moment, 
therefore, it looked as if both countries might be able to make 
use of an increasingly sophisticated mixed scanning approach to 
health care planning. 

Unfortunately the value differences, inevitable between a 
modern nation-state bent on economic growth and military 
power, and a border people with a profoundly contrary, or 
cross-cutting, Gemeinschaft tradition, were not to be so easily 
reconciled. Just when the stage was set for a constructive 
synthesis of the two approaches to health care, the financial crisis 
of the mid-1970s and the recession of the early 1980s panicked 
the Government into a fresh upsurge of managerialism. This 
knocked innovative planning on the head and took the pundits 
back to crisis-management and to notions about rationing health 
services, which have always been repugnant to the Scottish 
belief in a public service ethos; and which are particularly repug- 
nant, when, as now, rationing (with the consumer in mind) 
increasingly looks like taking the form of “marketable” packages 
of health care. So far as the health service in Scotland is con- 
cerned, what matters is the universal availability, accessibility, 
and acceptability of technically competent and cost-effective 
health care. For the time being, however, managerialism rides 
again in both countries, although its rigours have been modified 
in Scotland. Instead of Guillebaud, this time round it has been 
the Griffiths Report (DHSS 1983) with a classic, cost-cutting 
package which has been carefully wrapped up in some typically 
manipulative consumerist concepts. 

This renewed emphasis on financially-orientated crisis- 
management (based on the management consultant’s credo that 
what the NHS needs is the “driving force” of an army of 
industrial “bosses”) has precipitated a return, in the guise of 
“strategic management,” to incremental decision-making and its 
associated policy drift, with muddling through in the ascendant 
once again. This time, though, the new breed of “aggressive” 
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managers could still find themselves in an extremely grim 
situation of “still muddling, not yet through.” 

The English “planning system” had failed to take account of 
street-level realities (Lee and Mill 1982) and of the resource 
implications of the rational-comprehensive approach to health 
planning. Hence, its difficulties. 

In Scotland, national guide-lines in the form of a report issued 
by the Secretary of State under the title of “Scottish Health 
Authorities Priorities for the Eighties” (SHAPE) (SHHD 1980, 
and see Appendix 2) contrasted favorably with its English 
counterpart Care in Action (DHSS 1981) which actually raised 
questions as to what would be monitored in England (D.J. 
Hunter 1982). The implementation of the SHAPE priorities 
continues to be monitored by SHHD, but a report updating 
SHAPE and entitled “Scottish Health Authorities Priorities for 
the Eighties and Nineties” (SHARPEN) has not yet been 
published; and an ominously worded consultative paper on the 
future of SHSPC and the NCCs, which was issued by SHHD in 
October 1987, would appear to have sounded the death-knell of 
strategic planning in SHHD. There is some evidence that, in 
adopting this and other managerialistic initiatives, like compet- 
itive tendering for the cleaning, catering, and laundry services in 
the NHS, SHHD may be getting out of touch (especially as the 
Scottish Ministers have no mandate in Scotland), bearing in 
mind Scottish distrust of efficiency savings, and of managerial 
panaceas or “quick fixes.” Macaulay said that there was no more 
absurd spectacle in the world than the English indulging in one 
of their periodic fits of morality. The same could be said of the 
periodic fits of managerialism which afflict the English from 
time to time, and which do not come anywhere near dealing 
with the real problems of the NHS. In the next section of this 
chapter we turn to these problems, and to ways of tackling them 
which are more in accord with the Scottish social ethic. Planning 
of health services has collapsed in the DHSS, but such planning 
is still only under threat in Scotland. It may yet be possible to 
resurrect it, in a larger context, as “planning for health.” 


A behavioral synthesis 


Speaking as long ago as 1964 in Cambridge, Professor Alex 
Kennedy of Edinburgh University Medical School claimed that 
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a Copernican revolution was under way “with medicine waiting 
for a single turn of thought, such as that the earth is not flat,” 
before it could take the next leap forward (Kennedy 1964). 
Structural and managerial approaches to health care organization 
are blind to insights of this kind; and that is why in Scotland it is 
now being argued that the basic problems of the NHS have been 
left untouched, and have even been suppressed, south of the 
border, by current cost-cutting strategies and the furor antithera- 
peuticus which accompanies them. 


Structural illness 


, “ 


In effect, Professor Kennedy’s “single turn of thought” takes us 
back to Dr Alison’s preoccupation with poverty and with what 
we would now call the structural determinants of illness. For we 
are now beginning to see, all over again, that illness is located, 
not in the individual, but in the social, economic and political 
structures of society. This approach, which emphasizes a health 
service rather than a disease service, has close links with 
Lalonde’s concept of “the health field,” and with Halbert Dunn’s 
notion of the “health grid” (1979) shown in Figure 7.1. 

Wildavsky’s verdict (1977) is, according to the Great Equation, 
medical care equals health. The best estimate is that the medical 
system (doctors, drugs, hospitals) affects about 10 per cent of the 
usual indices for measuring health: 


* Whether you live at all (infant mortality). 
* How well you live (days lost due to sickness). 
* How long you live (adult mortality). 


The remaining 90 per cent are determined by factors over which 
doctors have little or no control .. . most of the bad things that 
happen to people are beyond the reach of medicine. 

Bierer’s health care scenario (1960) is: 


* The particularistic phase — concentrating on one part of the 
body or mind. 

* The holistic phase — concentrating on the whole person. 

* The universal phase — concentrating on the whole person 
in his/her whole environment. 
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Figure 7.1. The health “grid” 
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The health grid, its axes and quadrants. (Source: U.S. Department of 
Health, Education, and Welfare, Public Health Service, National Office 
of Vital Statistics) 


The development of the treatment of illness in accordance 
with this scenario has been well summed up by Brotherston 
(1967): “It is not that acute disease or acute infection has left us 
forever, but it is no longer the primary challenge.” The primary 
problem today, Brotherston goes on to say, is “degenerative 
disease, for which medical science has no final answer” and 
which is so demanding in terms of care that the emphasis has 
now switched from treatment to prevention and health pro- 
motion. Wildavsky’s point that “the things which make people 
ill are beyond the reach of medicine” is heavily reinforced by the 
recent change in Britain from a predominantly young to a 
predominantly old population. Current attempts to solve this 
problem through salvage medicine — rescuing drowning people 
from the river and bringing them back to life — leads only to 
escalating costs and diminishing returns. 


Demedicalization 
It becomes necessary to demedicalize the NHS! and to turn it 
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through 180 degrees, first, by going upstream a little in order to 
rescue people, through strategies of prevention and health 
promotion, before they have begun to drown, and second, by 
going still further upstream in order to stop people being 
thrown into the river in the first place. 

This would result in a health service which was indeed a 
health service; but it is a strategy which can be successful only if 
society, too, turns itself through 180 degrees and shares in the 
health care task. There is no health for all, unless all are for 
health. This means accepting the view of Carlyle, Ruskin, and of 
Adam Smith too (pace the egregious Adam Smith Institute) that 
the purpose of society is “not to make money, or even to make 
goods, but to make people.”!'! 

In England (as evidenced by the Griffiths Report on general 
managers) the NHS is regarded as an agency which, with its 
emphasis on hospital, or salvage, medicine, provides a mainten- 
ance service for the enterprise culture and, as “the health 
industry,” is an inherent part of that culture. 

In Scotland, health, haleness, or wholeness is a value in its 
own right; indeed, as the ability to function spontaneously and 
to realize one’s full potential, it may now be said to have 
replaced holiness as the value which principally binds society 
together and holds it to a common purpose. This means 
integrating the enterprise culture into the health and welfare 
culture, through processes of co-operative planning (Denman 
1973) based on Mary Parker Follett’s concept of freedom, not as 
freedom from relation, but as freedom through organized 
relation — organization being precisely what Adam Smith meant 
by his “invisible hand.” 


Towards co-operative planning 


As a wholly shared endeavor, co-operative planning for health 
has to be based, not on “power over,” but on “power with.” 
Accordingly, the Bierer scenario is accompanied, as in Figures 
7.2, 7.3 and 7.4 as matching organizational developments which 
take full account of behavioral considerations. 

Jack the Giantkiller had nothing to fear. According to the 
biologist, D’Arcy Thompson, men cannot become giants 
without their legs breaking. Similarly, as organizations grow in 
size and complexity, they cease to be hierarchies; and they need a 
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Figure 7.2. Managerialism 





For the particularistic (or factory) phase: Hierarchical (or scalar) model 
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disciplinary teams to meet needs of whole person). 





new model of leadership. Discernible, therefore, in health care 
system and other large organizations today, like a new skin 
forming beneath the old, the social technology of the arena is an 
outwardly connective mass of self-transforming networks, 
ordering themselves round a central supportive hub which can 
function properly only within agreed but flexible strategic 
frameworks. The arena, a concept in good currency in Scotland 
since 1967, functions holistically, that is, in terms of people and 
organizations “as parts of larger wholes rather than” — and this is 
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Figure 7.4 Planning for health 
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the essence of scientific management — “as wholes to be taken 
apart.” Accordingly, arena structures (in effect, “congealed 
behavior”) are characterized by collateral relationships; and 
they gain their identities, not at the expense of, but through 
other structures, so that, with interdependence replacing inde- 
pendence as the linchpin of the social system, it is no longer a 
question of “a society held together by its divisions.” 
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In this situation, the traditional “hands on” manager is a giant 
with broken legs. Accordingly, he has to change: he has to 
become a resource for the organization: a developer of self- 
managed networks, who is set free by these networks to act as a 
strategic planner and “reticulist,” spending most of his or her 
time interfacing with other organizations, both upwards and 
laterally, in order to build cross-agency coalitions and thereby 
formulate new possibilities in regard to the core processes of 
innovation and change, which are now crucial to survival 
(Schulz and Johnson 1983). 

It is necessary, therefore, to graduate from all the different 
management packages which, over the last twenty years or so, 
have been made available within the fairly narrow parameters of 
Blake and Mouton’s “managerial grid” (1964). Instead of Blake and 
Mouton’s parameters, namely, “concern for production (author- 
ity)” and “concern for people (participation)” we have to begin 
functioning (although this continues to be disputed by authorities 
south of the border) within the parameters of a new “strategic 
planning grid,” or negotiative arena, shown in Figure 7.5. 


Figure 7.5 The Strategic Planning Grid 
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Planning for health? 


Paradoxically, SHHD (1987) recognizes the problem of escalat- 
ing costs, finds current managerial strategies inadequate but at 
the same time (possibly because the Scottish Office is now, as 
never before, an extension of Whitehall) rejects strategic plan- 
ning just at that moment in time when the Ibbs Report (Jenkins 
et al. 1988) has stressed the overwhelming need for such an 
approach. 

In this situation, it is important to remember that the bout of 
managerialism which resulted from the Guillebaud Report, soon 
turned (particularly in Scotland) into its opposite, namely, the 
joint planning of interrelated services to meet interrelated needs. 
In spite of dire predictions that the current situation of 
bureaucratic degeneration in government is here to stay, the 
hope must persist that, on the basis of reculer pour mieux sauter, 
current regressive trends in the NHS will also, before too much 
damage has been done, turn into their opposite. Certainly in 
Scotland, which does not suffer from the managerial ethos, or 
the incumbus of a fairly sizeable private health sector,'? this 
process cannot get under way too soon, with “planning for 
health” going to the top of the agenda, and with the “managerial 
grid” being replaced, at every level of the Scottish Health 
Service, by a strategic planning grid. 


Concluding postscript 


Significant contributions have been made by the Scottish people 
at important turning points in the history of the modern world. 

It was the Scotland of John Knox which, in the sixteenth 
century, gave Europe its first taste of democracy, and also its 
first taste of social justice (Smout 1969). Here is how Carlyle 
(1875) described this paradigm change in world history: 


Scottish Puritanism, well considered, seems to me distinctly 
the noblest and completest form that the grand 16th century 
Reformation anywhere assumed. We may also say that it has 
been by far the most widely fruitful form; for, in the next 
century, it had produced English Cromwellian Puritanism 
with open Bible in one hand, drawn Sword in the other. . . 
irrevocably refusing to believe what is not a Fact of God’s 
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Universe but a mighty mass of self-delusions and mendacities 
in the region of Chimera. So that now we look for its effects, 
not in Scotland only, or in our small British Islands only, but 
over wide seas, huge American continents, and growing 
British Nations in every zone of the earth. 


With the eighteenth century Enlightenment, when Hume 
revolutionized philosophy and Adam Smith founded the new 
science of political economy, there was born the concept of an 
educated democracy, and the way was cleared for the growth of 
bureaucracy and of the modern professions, in particular, 
perhaps, the healing professions. This is so if we believe that 
Rudolf Virchow (1973) that “politics is merely medicine on a 
large scale,” or if we agree with Goethe (1973) that, in the end, 
humanity will win through from an “educated”, or representa- 
tive, to a “caring”, or participatory, democracy. 

The Edinburgh Medical School (in the eighteenth and 
nineteenth centuries, one of the great medical schools of the 
world) played a notable part in developing classical, or particul- 
aristic, medicine; names to conjure with, in this connection, 
being those of Cullen, Simpson, Syme, and Lister. 

From a more holistic point of view, and in terms of the 
organization of specific services, or of general services on a 
regional basis, developments of world-wide significance in the 
field of tuberculosis were pioneered by Sir Robert Phillip at the 
turn of the century; and the Highlands and Islands Health 
Service, set up in 1913, was a model of a regional service for 
many other parts of the world. More recently, Sir Dugald 
Baird’s development of the maternity services in Aberdeen on a 
“collective basis” (Gill 1980) has inspired similar initiatives, not 
only in Britain but also in a large number of other countries. 

The future is still seen, by some specialists in the South, to lie 
in the development of high technology, or “salvage,” medicine. 
While the importance of technological advance is not under- 
estimated in Scotland, it is recognized that highly specialized, 
highly expensive (and highly seductive) technologies, in addi- 
tion to being subject to the law of diminishing returns, may 
benefit only a very small number of patients. Given, therefore, 
the Scottish preference for a generalist approach, as this was 
neatly expressed by Geddes in his maxim to the effect that 
administrators must “not sacrifice resources enough for general 
well-being to the elaboration of single improvement,” tech- 
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nological advance has been kept on a tight rein. Between 1974 
and 1978, the careful planning of cardiac surgery north of the 
Tweed was de rigeur and planning and organizing medical 
physics ona regional basis was a Scottish invention; it had a signifi- 
cant influence on the recommendations of the United Kingdom 
Hospital Scientific and Technical Services Committee (the 
Zuckerman Committee). The report of this committee (1968) led 
to the cautious establishment of regional departments of medical 
physics in the English provinces during the 1970s and early 1980s. 
Evidence now accumulating suggests that a similar change is 
called for if the blood transfusion service in England is to become 
as effective as the more highly organized Scottish service. 

The pioneering development of medical ultrasonic imaging 
(in the teeth of initial skepticism) by Professor Ian Donald at 
Glasgow University between 1958 and 1985, by which date four 
companies had been established in Scotland that were the only 
manufacturers of all-British equipment for medical ultrasonic 
imaging, has recently been described by Lenihan; but the author 
concludes his paper by relating technological advance to the 
central problems of the NHS, as these are regularly encountered 
by health care professionals, voluntary workers, and, above all, 
by the community itself: 


Much more remains to be done in harnessing technology 
(often in relatively simple ways) to the service of the 
increasing number of patients who are not sufficiently ill or 
disabled to be in hospital, yet not sufficiently fit to enjoy the 
quality of life that they expect the health service to provide. 
(Dow and Lenihan 1987) 


Important here is Lenihan’s emphasis on a philosophy which 
chimes in with the Scottish trend towards demedicalization. 
Also important to note, apropos of demedicalization, is a 
marked increase in the readiness of the health professions in 
Scotland to lay aside their fears about dilution. This is on the 
basis that health care needs are now so complex and are 
multiplying at such a rate, that, far from more auxiliary workers 
being a threat to the status and numbers of professionally trained 
staff, their deployment, properly carried out, should both 
enhance the status of professional staff and create the need for 
still more professionals, acting in a consultative capacity. One 
caveat has been entered by Brotherston (1967): 
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The guiding aphorism is that nobody should be doing tasks 
which could be done by a lesser level of skill . . . I do not 
think that the sub-doctor is “on” for our service; but I do 
think that we need categories of auxiliary people, who, 
although clearly identifiable and not to be confused with 
doctors, nevertheless do some tasks which our hospital 
doctors and general practitioners do now. 


Community care — the ultimate in demedicalization — is pro- 
ceeding steadily but organically in Scotland since it is increasingly 
being regarded, not so much as an extension of traditional pat- 
terns of care for certain groups into a different location in the 
community (House of Commons 1985), but more as a different 
quality of care for all groups, irrespective of where it happens to 
be located. In short, it is a health-directed alternative to inherited, 
social control patterns of care, which are inherently divisive and 
which militate, therefore, against the integration into society of 
stigmatized (but “priority”) groups like the elderly, the mentally 
ill, and the mentally handicapped. 


Challenge and response 


These are all indications that professionals and voluntary 
workers in Scotland have taken the measure of the health care 
problem, as this problem increasingly becomes a problem of the 
whole person in his or her whole environment; and the recent 
unrivalled growth of self-help groups within the wider Scottish 
community, has a similar message to convey. 

Could Scotland, therefore, once again have a central role to 
play at a turning point in the history of Western society? Could a 
small nation, which was part of the dough that was left on the 
griddle when the nation states were formed, and which has not 
succumbed to the social sclerosis that now paralyses these states, 
play a major part in yet another paradigm change of world- 
significance, namely the change to a genuinely caring, or “fulfil- 
ment’, society (Ritchie-Calder 1979)? Could Scotland, in short, 
be the first country to demonstrate that health services can be 
health services, and that the basic problem of health care systems, 
namely, their potential to consume the entire national product, 
can be resolved only if, instead of planning health services, we 
involve the whole society in the enterprise and plan for health? 

Such a reversal of perspectives would mean exchanging 
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attempts to run the health care system like a second-rate industry 
for attempts to run the industrial world like a first-rate health 
service, with the enterprise culture being progressively inte- 
grated, through techniques of co-operative planning, into the 
health and welfare culture. 

Since the ever-increasing complexities of health care call not 
for less but for more policy analysis, more policy development 
and more strategic planning, setting guide-lines within which 
the different agencies involved can move forward, is now the 
requisite social technology. The crisis in the NHS involves the 
whole society. Accordingly, health service planning is dead — 
long live planning for health! 

Officials in St Andrews House are well aware that there is a 
time-bomb ticking away beneath traditional, “great doctor” 
models of health care and, above all, beneath current mana- 
gerialist concepts (SHHD 1987). 


The first paragraphs in Chapter 1 gave some details of the 
workload undertaken by hospitals of waiting lists and of 
expenditure upon the National Health Service. These are a 
reminder of the major problem which is manifesting itself in 
all health care systems — namely, to limit the apparently 
limitless possibilities for diagnosis and treatment of disease 
with the finite resources available to support them. A res- 
ponse in management terms ... and a medical response 


concerned only with clinical freedom are both inadequate. . . 
(SHHD 1987) 


Unfortunately SHHD is fairly pessimistic about finding a solu- 
tion: 


There are indications, albeit partial and disjointed of recogni- 
tion of the problems and of attempts to find solutions. It 
would be rash to predict success. The divergence between 
what is possible and what can be afforded may widen more 
rapidly than an acceptable solution can be developed but the 
National Health Service offers a unique base from which to 
attempt to develop an understanding of the problem and to 
find ways in which to bridge this gap. 

(SHHD 1987) 


Although unclear as to the way ahead, this is a striking 
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advance on the narrowly-based approach to the problems of the 
NHS which characterizes the review at present being carried 
out, in secret, by the Cabinet. And clearly, the Scottish people 
are developing self-help approaches as their own way of sharing 
the health care problem. Our life styles, however, are chosen for 
us not by us; and health care is a problem for the whole society, 
since it can be resolved only through a “total push” against the 
structural determinants of illness (T.D. Hunter 1988). 

Although SHHD has chosen this moment to launch a serious 
assault on its professional advisory system, some SHHD of- 
ficials are nevertheless claiming that they have begun to detect 
signs that the Scottish Office is, once again, acquiring that “life 
of its own” which is the sine qua non of good government in 
Scotland. That the basic problem of the NHS has been identified 
is certainly the essential preliminary to its solution. 

Today, as a small border people on the edge of Europe, 
Scotland is charged with the duty of fulfilling, yet again, its 
historic, innovatory role, by establishing within the UK 
“system” the first outlines in the world of a genuinely caring, or 
fulfilment, society. The hope must be that SHHD will match the 
growth of self-help in the community with a whole new 
dimension of commitment and leadership. As the price paid for 
two hundred years of staggering material progress there is a 
huge burden of structural illness in society; but this is a burden 
which it is no longer necessary to labor under. 

In McLachlan’s view (1987): 


The special characteristics and traditions of Scotland’s institu- 
tions and people give it a unique base, with a potentiality for 
development more promising than exists in any of the 
English regions and, indeed, in most other countries. 


Today, the struggle is not between nations or classes. Rather 
it is a Jekyll-and-Hyde'* struggle between values. So the task 
now for the Scottish people is to turn society the right way 
up, first, by subordinating the state to the aspirations of its 
citizens for self-determination and, secondly, by organizing 
society on a genuinely collective and interdependent basis so that 
it is at last able to meet the needs of its members both for basic 
well-being and for fullness of life. Man-against-himself is the 
last great barrier. Scotland — a nation within a nation — through 
its health service — a service within a service — is uniquely well- 
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equipped, given its religious and literary heritage, to overcome 
this barrier. 


Notes 


1 Writing to his mother in 1873, Stevenson made it clear that 
nothing was further from his mind than “going English.” 


I cannot get over my astonishment — indeed, it increases every day 
— at the hopeless gulf there is between England and Scotland, and 
English and the Scotch. Nothing is the same; and I feel as strange and 
outlandish here as I do in France or Germany. 

(Daiches 1981) 


Stevenson also felt ill at ease with England’s imperialist leanings and its 
class structure. Associated with the latter, of course, is the rich/poor 
divide between south and north England, which is now making it more 
difficult to re-allocate NHS resources in England than is proving to be 
the case in Scotland. 

2 Hume had a friend who eliminated his “Scotticisms” so that his 
books would sell in England. 

3 Indirect or structural violence is violence which is built into 
society's social, political and economic structures (Hicks 1985). It is 
time that this concept was applied to illness. In this connection, the 
Health Education Council in England was converted, at the beginning 
of 1987, into the Health Education Authority in order to rid the 
government of a “turbulent priest” in the shape of the council’s 
director, Dr David Player, a Scottish community medicine specialist, 
who fell foul of vested interests in the food, alcohol, and tobacco 
industries because his approach to health care problems was, in the best 
Scottish tradition, structural and, in consequence, political. 

4 The setting up of the Mental Health Act Commission in 1984 was 
another instance of England taking its cue from Scotland, which has had 
a Mental Welfare Commission (recently given a broader remit) since 
1960. 

5 In 1895 Patrick Geddes showed Israel Zangwill slums in Edin- 
burgh that were worse than the worst slums in London. “Do you 
wonder that Edinburgh is renowned for its medical schools?” asked 
Geddes (cited in Boardman 1978). 

6 In Scotland, twenty years before, on the strength of the Griffiths 
Report the new “general manager” system was adopted by DHSS and 
exported overnight to SHHD. The Farquharson-Lang Committee, 
reporting in 1966, pre-empted (or tried to pre-empt) the whole debate 
about the management of the NHS by proposing a “chief executive” 
system based on eliciting, rather than on imposing, consensus. 
Emphasizing political, diplomatic and “reticulist,” or networking, skills 
as against traditional managerial ones, Farquharson-Lang struck a 
sensible balance between professional autonomy and organizational 
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imperatives. It may yet prove to have been prescient in a way that is 
well beyond the contemplation of those who are responsible for the 
current bout of managerialism. 

7 Speaking in 1948, Tom Driberg MP claimed that the British 
people “would now get healthier and healthier.” 

8 Lord Beeching was notorious for the extensive cuts which he 
effected, in the early 60s, in the British railway network. 

9 Brotherston (1987) writes: 


Unlike the situation in England, where the equivalent 1973 Act was 
made the vehicle for schemes designed to improve management, the 
simplification of health service administration was not the main 
objective of the Scottish Act. In Scotland, the prime motivation 
behind the Act was the improvement of patient care by means of a 
fully integrated service. The National Health Service (Scotland) Act 
of 1972 instructed the Secretary of State for Scotland to “secure the 
effective provision of an integrated health service in Scotland” (emphasis 


added). 


10 Demedicalization (Appendix 3) implies a recognition of the fact 
that many problems call for what Erving Goffman described as “people 
work,” rather than for highly specialized medical, nursing, or social 
work services, and that, in many cases, better use is made of specialists 
if they can be employed in a consultative role. Debureaucratization and 
deprofessionalization of what are essentially social problems is deeply 
rooted in Scotland’s culture. Indeed, it is an article of faith, which can be 
traced back in a philosophical sense to Dr Alison at the beginning of the 
nineteenth century and in more practical form, early in the present 
century, to the MacAlister Report entitled “A scheme of medical service 
for Scotland.” At a time when the trend in Britain and elsewhere was 
towards specialism, the MacAlister Report (1920) declared that: 


we regard it as of primary importance that the organization of the 
Health Service of the Nation should be based on the family as the 
normal unit and on the family doctor as the normal medical attendant 
and guardian. It is not for disease or diseases in the abstract that 
provision has to be made; but for persons liable to or suffering from 
disease. 


11 It is not generally appreciated in England that Adam Smith was 
essentially a welfare theorist as well as a wealth theorist. Indeed, like 
Ruskin, “the desire for better men rather than larger national incomes” 
was what chiefly motivated him. 

12 The Scottish attitude to the private sector is well expressed in the 
following excerpt: 


English Ministers will not repair the damage their party has suffered 
in Scotland if they continue to charge the Scots with lack of 
enterprise. That will be seen to be as patronizing as it is foolish. 
What they have to perceive is that their policies express a philosophy 
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and standards which are fundamentally at odds with the Scottish 
character. Scots are well acquainted with the consequences of the 
unbridled enterprise culture, whether in terms of housing or public 
health, and are not prepared to accept that private prosperity should 
be elevated to being the main object of public policy. They have 
always been more egalitarian than their English cousins and tend to 
measure a society's worth not by how easy it makes the accumula- 
tion of private wealth but by how well it provides for its less 
fortunate. 

(Scotsman 24 November 1987) 





13 For “the divided self” in Scottish literature, see, apart from 
Stevenson, James Hogg (1824) The Private Memoirs and Confessions of a 
Justified Sinner, London: Oxford University Press (1969), and more 
recently, R. D. Laing (1959) The Divided Self, London: Tavistock. 


Appendix 1 
Resources in the Scottish Health Service 


1 In 1980-1 Scottish health boards’ per capita expenditure was 
approximately 25 per cent higher than their English equivalents. Most 
of this “additional” expenditure was in the hospital sector where 
Scotland spent roughly one-third more per capita than was spent in 
England in 1980-1, and it appears to have grown over time. Scotland 
has a much higher volume of resources in terms of medical staff and 
beds. There were 46 per cent more beds per 1,000 population and 41 per 
cent more medical staff per 100,000 population in Scotland than in 
England (Scotland had an average list size for general practitioners of 
1,704 in 1984). The manpower figures revealed that in 1980-1 the 
Scottish Health Service employed 33 per cent more staff per 100,000 
population than did England. In the hospital sector there are 40 per cent 
more medical and nursing staff per 100,000 population. Scotland has 
over 40 per cent more consultants on a per capita basis, and expenditure 
on distinction awards is 8 per cent higher than in England. Scotland had 
higher levels of staffed beds and discharges per 1,000 population and a 
higher level of out-patient attendances. Throughput, however, was not 
greater and length of stay was longer. Discharges per available staffed 
beds were 13.1 in Scotland compared with 15.9 in England. The lower 
cost per in-patient week probably reflected the lower throughput per 
bed in Scotland. Given the relatively larger teaching sector in Scotland, | 
expenditure and resources are concentrated in the four health boards | 
with medical schools and supra-regional commitment (McGuire 1985). | 

2 This Scotland versus England situation has focused attention on the 
relationship between the higher level of Scottish spending and its 
relatively poor health record. The health service in Scotland has to | 

‘provide for a population with a greater volume of ill-health, as 
evidenced by mortality rates, than most other parts of the United 
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Kingdom or western Europe. Death rates from coronary heart disease, 
cancer, and strokes, the three main causes of death, are among the 
highest in western Europe, while expectation of life at birth for both 
male and female Scots is among the lowest (Brotherston 1987). 

3 Existing data make it difficult to isolate the effect of health care 
upon outcome; but in any event, higher expenditure in Scotland simply 
reflects the hostile-to-health environment which is Scotland’s legacy 
from the past, and is not aimed at achieving a better health record than 
obtains in England. In suggesting that the government is failing in its 
duty by not achieving equality between England and Scotland, Sir 
George Godber (1975) makes the elementary mistake of confusing 
equality with equity; a mistake which the World Health Organisation is 
now careful to avoid. 

4 Total gross expenditure on the NHS in Scotland in 1986-7 was 
expected (SHHD 1987) to amount to £2,119 million. In that year it was 
anticipated that 88 per cent of NHS spending would be raised by 
general taxation, just over 9 per cent from national insurance 
contributions and a little over 2 per cent from charges to patients for 
items such as prescriptions or dental care. The broad allocation between 
Family Practitioner Services and the Hospital and Community Services 
is summarized in Figure 7.6. 


Figure 7.6 NHS gross expenditure in Scotland 1986-7 by category 


Hospital and community health services £1,555m 
Capital building and maintenance £104m 

Family practitioner services £431m 

Centrally financed services £133m 


&% © DN = 


Figures taken from provisional accounts 


Source: SHHD 1987 
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Appendix 2 


Scottish Health Authorities’ priorities for the 1980s 


1 In 1980 the Secretary of State for Scotland published the report 
Scottish Health Authorities’ Priorities for the Eighties (SHHD 1980) in 
which national priorities for the health services in Scotland were 
identified in three broad categories: 


Category A Prevention 
Services for the multiply deprived 
Care of the elderly 
Community nursing services 
Elderly with mental disability 
Mentally ill 
Mentally handicapped 
Physically handicapped 


Category B Primary dental services (general dental services 
and community dental services) 
Maternity services 
General medical services 
General ophthalmic services 


Category C Child Health 
Acute hospital services 
General pharmaceutical services 


2 Review and Monitoring Process 
Review meetings between SHHD and each board every two years 
Broad strategy for ten years ahead 
Operational plan (up to three years) 


3 Growth assumptions (1986) 
1986-7 — 1988-9 - 1% (plus or minus 0.5%) 
1989-90 — — — 0.5% (plus or minus 0.5%) 
1% efficiency savings 


4 Joint plans 
In 1985 health boards were asked to prepare — jointly with local 
authorities and voluntary organizations — plans for the development of 
community care. 


5 Guide lines for the 1990s 
As policy guidance beyond the 1980s is now required, SHAPE is itself 
under review at present. As mentioned in the text, a new report 
SHARPEN (Scottish Health Authorities Review of Priorities for the Eighties 
and Nineties) has been completed, but has not yet been published by the 
government, pending further consultation. 
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Appendix 3 
Demedicalization 


1 The Prime Minister of Britain has recently proclaimed that there is 
no such thing as society, only individuals. As the nation which, in the 
eighteenth century, gave expression to the new sciences of sociology, 
social anthropology and economics in their most mature and sophistic- 
ated form, and which was already discussing the problem of “asylum- 
made lunatics” in the 1890s, Scotland has taken the opposite view. 
Having had little difficulty in seeing problems in their social context, 
the Scottish people have moved much more quickly than their English 
neighbours to remove children and young people from the criminal 
justice system, with its traditional social control philosophies of 
punishment or treatment, by setting up a system of Children’s Hearings 
which make it possible for the social control model to be replaced by a 
decriminalized and demedicalized, sociotherapeutic regime. 

2 Similarly, the Special Unit set up in Barlinnie Prison on the 
outskirts of Glasgow (a unit established to “manage” Scotland’s most 
violent criminals by demedicalized social therapy principles) is still a 
striking innovation (in spite of some recent backpedalling on the part of 
the Scottish Office) which stands in sharp contrast to an English 
experiment (now abandoned) with “control units.” 

3 Highly relevant to the Scottish scene was the research carried out in 
Edinburgh in the 1970s by Dr John Hamilton (now physician 
superintendent at Broadmoor Hospital) and others, which demon- 
strated that substantially better results could be achieved with habitual 
drunkards if they were managed by psychiatrists, nurses, and social 
workers in a sociotherapeutic setting than if they were dealt with 
through the criminal justice system and the medical and other social 
control techniques employed in that system. 

4 Looking at demedicalization from a different angle, attempts to 
medicalize social problems by misapplying drug therapy came under 
critical scrutiny in Scotland long before they became the national 
scandal that is now leading to litigation (Howie and Bigg 1980); and 
there is increasing criticism of “that strain of demoralization in the 
Scottish character” which has resulted in a serious drug problem, and in 
far too many Scottish men and women (and young people) “smoking 
cigarettes, consuming alcohol to excess, eating unbalanced diets 
containing too much fat and not enough fibre and taking little or no 
exercise” (Wilson 1987). 

5 In a notable exception to the general rule, a deliberate policy of 
medicalization of birth was embarked upon in Scotland twenty-five years 
ago, because of poor social conditions, particularly in the West. This is 
claimed to have led to a dramatic fall in perinatal and infant mortality 
rates over the last ten years or so (SHHD 1985). At the opposite end of 
the spectrum, it is worth noting that the Scottish Health Education 
Group (SHEG) now has an ongoing in-service training program for a 
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variety of professionals and para-professionals, with the aim of 
demedicalizing the care of the elderly and encouraging independence. 

6 The fact that demedicalization has made significant advances in 
Scotland while private health care based on “the medical model” is only 
of marginal importance (Donnelly 1986) does not mean that bureau- 
cratic medicine (which exists in a state of tension between managerial 
imperatives and traditional medical autonomy) has been driven out of 
circulation by the holistic or universal approach to health care now 
called for. There is still a long way to go. As Mooney and Stuart (1987) 
have shown, it is still the case in Scotland that, because of medical 
influence on decision-making, the acute services continue to be given 
priority over the government’s official “priority groups.” 
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Part Four 
Socialized medicine 





Su 

The Soviet health system: 

a national health service in a 
socialist society 


Christopher M. Davis 


Introduction 


The health system in the Soviet Union occupies an important 
place in a cross-national comparison of medical care provision in 
industrialized countries because it is the world’s largest health 


system, is the oldest example of a national health service (that is, 


a publicly owned network of medical institutions which provide 
services to patients without ‘direct charge), and operates in a 
socialist society with a communist party political system and a 
centrally planned _ economy. The Soviet health system has 
numerous unique features that are the result of the nation’s 


nistOry, contemporary political, social, and economic environ- 


aspects. On the other hand, the health service in the USSR has 
characteristics in common with those of other countries as a 
result of the impact of universal influences (the scientific 
approach to disease and medicine, the acceleration of tech- 


nological progress, and the growing specialization in the medical 


field), the similar functional roles of medical systems in the 


broader health production process, and the need to confront 
many of the same challenges as other nations (such as how to 


cope with a virtually insatiable demand for medical care with 
limited resources). 





233 


Success and Crisis in National Health Systems . 


The objectives of this chapter are ee ae to duit both 

the common and particular features of the Soviet health service; 
|) to assess the performance and problems of the medical system in 
the USSR: ane to evaluate whether there has been a convergence 
over time of the characteristics ics of t of the Soviet health system and 
those of other industrialized countries. Due to space constraints 
only cursory coverage is given in the second section (pp. 234-42) 


to background topics such as the health ealth production process, the 








organization of the contents Soviet health service. laseead. 

attention is focussed in the third section (pp. 242-60) on several 
important issues and problems of the health system in the 
USSR: the growing demand for medical care, cost containment, 

rationing, shortages, second economy activities, medical tech- 
nology, and the effectiveness ofthe health system in reducing 
mortality. Finally, conclusions are drawn about the success of 
the Soviet model of medical care and the validity of the 


hypothesis concerning the convergent development of health 
systems. ee 





/ | The environment and organization of the Soviet health 
== system 


All industrial societies attempt to improve the health of their 
populations for reasons which may range from an idealistic 
desire to better individual welfare to pragmatic concern about 
raising national labor productivity. Many features of health 
promotion programs, institutions, and techniques are similar 


across countries due to the universal nature ofthe “health 


production process, discussed on pp. 2347 as well as of 
modern scientific medicine and medical technology. However, 


the health systems of nations also have unique~characteristics 
that are determined by political, economic, social, ideological, 
and organizational factors. The rest of this section briefly 
examines the influences on the health system in the USSR that 
have produced its particular features. 


f )) The health production process in the USSR 
Changes in the population’s health are produced by a complex 
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process involving the interaction of demographic, consumption, 
environmental, medical, political, and economic variables, and 
the activities of a variety 0 of institutions. Although the subject of 
this study, the health system, plays an important role in the 
health production process it does not completely determine 


EE Be 


outcomes, such as morbidity, invalidity, and ‘mortality. - These 
also are strongly - influenced by fz factors such as the population’s 
consumption habits, sallation, societal stress, and the effective- 
ness of the nation’s pharmaceutical and medical equipment 
industries. 

This author has developed a model of the Soviet health 
production process that is presented elsewhere (Davis 1987). It 
shows the interconnections between_the institutions in the 
economy that are closely involved in the production of the 
primary output, the population’s health. These are the con- 


sumers, health system, pharmacy network, medical | industry, 


biomedical research and development (R & D), medical foreign 
trade, and the central health bureaucracy. Each of these 


Ay A EE TT 


institutions generates measurable outputs, uses inputs of labor, 


er 


capital and intermediate goods, and obtains finance nce from ° various 
sources. They also interact with each other and function in a co- 
ordinated manner as components of the_health production 
process shown in Figure 8.1. 

The Soviet medical system has acquired certain universal 
__ features due to the invariant nature of its functions within this 
health production process. First, it attempts to ) prevent or cure 
the population’s illness, which changes in pattern and magnitude 
in response to developments in demographic, consumption, and 
jenvironmental forces. Second, medical services are only inter- 


oe 


—_ outputs | in the health Production. process; the final 











ae and quality of medical service outputs are ideteomined 
by the efficiency of production of medical establishments and 


the scale and quality of their inputs. Fourth, the health system 





intermediate goods fenedicines, medical supplies, food) — a 
variety c of other institutions; each of these inputs makes a vital 


contribution to medical service production. Fifth, the ‘tech- > ) 


nological state of the health system is a function of both its 
demands and the supply from domestic medical industry or 


f7 ee 
BF, foreign trade organizations. Sixth, there are close relationships 


—_—— e e i 
between developments in inputs; for example the growing 
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sophistication of medical techniques and technology generates 
increased specialization among medical personnel. Seventh, 
health system managers (e.g. hospital chiefs) have limited 


influence on the overall health production process. Eighth, the(cs 


activities of the health system are constrained by its financial 
b udget. The sources of finance vary across nations but no 
society allocates unlimited means to the medical system. In 
consequence difficult choices have to be made about how to 
distribute relatively scarce resources between health system 
establishments, programs, and patients. 


The Soviet political system 


The political system in the USSR has played a decisive role in 


shaping the health system and exerts a continuing influence on 
its functioning i in the contemporary period (Lane 1978; Hough 
and Fainsod 1979). For the purposes of this chapter on health, 


the salient features of the Soviet political system are as follows. 


_ First, as a general rule there is a dictatorial social choice 


mechanism in the USSR. This means that the preferences of a 
small group _ in the society, the _self- selecting _pé party elite, 
determine most. choices between alternative policies, instead of 
the will of the population — expressed through free elections. 
However, it should be kept in mind that although the Soviet 
Union has had an authoritarian political system, the CPSU 
(Communist Party of the Soviet Union) elite often has | been 
divided into factions, tendencies, or groupings with differing 
policy a agendas. In consequence there usually has been greater 
conflict over social choices and more high-level representation of 
popular preferences 1 than the totalitarian model. implies. Second, 
although the central authorities have tried to gain complete ~ 
control of the economy and society, this has 1s proved impossible 
due to the ~ complexity of the USSR and lack of necessary 


ee Petes ree 


information. Third, the imperfect nature of central cc “control 
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means that there is some room for independent maneuver by 


aC -_—-- —-- 


lower-level individuals, groups, and institutions. This is re- 
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flected in phenomena such as institutional conflict over policy, 


ministerial empire-building, party bureaucracy | resistance to 
central directives, regionalism, nationalism, corruption, and 


~ second | economy activity. Fourth, despite the authoritarian 


ee ee 


/ nature of the political system, there is some scope | for yr popular 
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jel in decision-making and management at = cise 
aaah which citizens can can communicate their saeeeneed they 
can make ae SOB eons 2 and complaints through letters to news- 
local soviet or aude: union, or, if they are party 

through the party apparatus. Under General Seedy carte. 


chev this type of low-level participation is being encouraged 
(Gorbachev 1987). 


The Soviet economy 





Developments in the Soviet health production process are also 
strongly influenced by the characteristics and dynamics of the 
economy. The basic features of the contemporary Soviet 
economy emerged by the early 1930s and reflected the objectives 
and values of the Stalinist political elite (Ellman 1973; Gregory 
and Stuart 1981). The state owns all land as well as industrial 
enterprises and service sector institutions. This means that~all 
medical facilities, pharmacies, pharmaceutical factories, and 
biomedical R & D institutes are government property. The state 
also has a monopoly of foreign trade and carefully controls the 
flow of the goods, services, and currencies across its borders. So 
all imports and exports of medicines and _medical equipment are 
governed by state plans. Fee 

The activities = the producing units of the Soviet economy 
are governed primarily by state plans, and not markets. The 
general shape of state plans is determined by the objectives and 
priorities s of the party | leadership. Throughout Soviet history the 
primary objectives have been to ensure survival of the com- 
munist_ system, to stimulate rapid industrialization, and to 
achieve economic self-sufficiency. The regime also has wanted 
to improve t improve the well-being of the population through advances in 
private consumption and public welfare programs such as the 
health system. However, resources never have been sufficient to 
achieve all objectives simultaneously. Furthermore, internal and 
external ressures have given urgency to the attainment of the 
most important objectives. In consequence, the leadership has 
established clear priorities governing the allocation of resources. 
With respect to end-use of national income, investment and 





238 


OEE eeeerese EV | 


The Soviet health system 


defense are favored over private and public consumption. 
Among the sectors of the economy, highest priority“has been 
given to defense industry, heavy industry, and transportation. 


The traditional low priority sectors have been agriculture, light 
industry (including the pharmaceutical industry), and public 


services (including the health system). 
In the economy, the Ministry of Health USSR has the 


ee Se 


primary _tesponstbily ty for preparation / and implementation of 
health system plans (Malov and Churakov 1983; Popov 1976). 
The Planning-Finance Main Administration of the Ministry, in 


~—— ee 


ee ‘ion with the Health h and Medical Industry | Department 
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Bees assistance can information about plan objectives. Each 

of the fifteen republican ministries of health also has a Planning- 

Finance Administration which has s responsibility for health 

planning in the ‘republic. Under the ministry are € regional, c city, 

and rural district health department planning sections. These 

health authorities s produce plans that usually call for modest, 

steady growth of inputs and the production of nm medical services. | 

Asa general rule, Soviet health planning is is more concerned with | 

the quantitative development of inputs, such as doctors and 

hospital be beds, than with health outputs, the quality of medical 

services or the efficiency of production. aati vied | | 
Although the planning organs produce detailed plans that are 

supposed to govern economic transactions and developments, 

the planning process suffers from. many ; problems. One major 

difficulty is that the modern Soviet economy is simply too big 

for its operations to be plan planned accurately. Gosplan has limited 

staff, technology, and t time, so it cannot possibly control every 

aspect of the economy. For example until_1978 there was no 

national pla for pharmaceutical production (Davis 1987). The 

inevitable consequence of this situation is that Soviet economic 

plans are inconsistent even at the time of formulation, so many 

demand-sup} ly relationships are initially out of balance. As the 

plans are implemented, shortages « of labor and commodities and 

bottlenecks in\ production arise. ‘In order to cope with the 

economic disequilibrium Communist Party leaders and plan- 


ning officials at ‘national and regional | levels have to intervene 








allocations, reference is again made to national NES The 
most important sectors, such as defense, suffer least from 
shortages. But as a result, the constraints in other low priority 
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areas, such as health, grow tighter _and their original plans 
become more difficult to fulfil. 

~ A final economic issue to consider is distributional policy. In 
the period since the revolution resources devoted to consump- 
tion in the Soviet Union always have been scarce relative to need 
because of the general low priority of welfare and the chronic 
shortage environment. The communist leadership soon Tealized 


objectives. As a result the political elite introduced distributional 
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policies which favored citizens working on or affiliated with 
important political and economic organizations. Those who fell 
into a privileged category received higher wages and benefited 
from closed distribution systems for housing, consumer goods, 
and health services (Davis 1983b; 1986; 1988). But given the 
general low priority of consumption and the limited resources 
allocated to support welfare programs the non-egalitarian 

policies resulted in greater shortages and lower service standards 
in the public consumption sphere. Over recent decades the 
substantial growth of the Soviet economy has resulted in living 
standard improvements for all segments of the ¢ population. 
Nevertheless, distributional policy has remained non-egalitarian 


and has influenced development in areas such as health. 


/\ Soviet society 


The behavior of patients and medical staff in the Soviet health 
system is affected not only by universal, functional forces that 
act on people in a given situation, but also by social and cultural 
patterns and habits of Soviet society. Although there are hazards 
associated with generalizing about the population in a large 
multinational country such as the USSR, the following social 
characteristics of relevance to health appear to exist. First, the 
‘javerage Soviet citizen probably has a greater bond to the 
collectives which influence his/her life (family, friends, col- 
leagues), less individual egotism than a western counterpart, 
and a greater tolerance of socicty’s power to constrain the right 
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of the individual to obtain maximum satisfaction of. needs, 
including that for medical care. Second, Soviet citizens have 
learned to be more deferential, or at least to avoid open conflict, 
when confronted by authority. This trait is changing over time 
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as memories of the Stalinist period fade, but it is probably true | 
that Soviet_people are more accepting of orders, instructions, 
and decisions than are citizens of several western nations, such as 
the United States. Third, the difficult experiences of Soviet“~2, 
history, combined with the challenging weather in much of the a 
country, have instilled in Soviet people a stoicism in the face of 
suffering. Fourth, the Soviet people are aware of the backward sa 
state of their country at the time of the revolution, the numerous | 
obstacles to development, and the recent substantial progress in 
living standards. They therefore tend to evaluate their current 
welfare relative to previous levels within the country rather than 
to the highest standards achieved elsewhere. Fifth, the Soviet 
ideological environment, fostered by the CPSU, encourages —~ 
citizens to approve of and | appreciate the | status quo in their 
developing socialist society and to look critically on the capitalist 
west. This tendency is reinforced by the state censorship system 
which restricts the flow of “information into the USSR about 
positive features of western nations. As a result, few citizens are 
able to compare knowledgeabl ly standards in the health” system 
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with those achieved in the more developed west. 


—= =~ 
ere 


The organization of the Soviet health system (7 





We were Vee 


The organization of the contemporary health system in the 
USSR has devel epee over me Past § over the past several decades in _Tesponse 


to changes in 1 the health production pi ‘process, : advances in medical 


sciences, and particular political a onomic forces within 
ba: nee 

Soviet society. One important particularistic ir influence has been 
the prevailing Marxist- ideological enyironment and its 
related principles (Field 1967). In the current period there appear 


to be six main principles of health organization and stvategy in 
the USSR: 


-1)The health service has a state socialist character. 
~ 2 )Qualified medical care is provided free-of-charge to all who 
need it. 
“3 )The medical system is unified and develops according to a 
~ central plan. 
4°-The health service has a preventive orientation. 
ce “Biomedical science and clinical practice develop in a unified 
manner. 
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“ 6 Health service activities involve public participation. 
(Lisitsyn 1972) 


Empirical | evidence suggests that several of these principles are 
more aspirations than descriptions of reality (Davis 1988). For 


et ea TESTS 


example the Soviet health system should have a unified 


ae tne 


organization and be planned and managed by a central authority, 


ee ee 


the Ministry of Health USSR. In reality, the organization is 

different from the ideal model (Field 1967; Ryan 1978). First of 

all, several different authorities besides the Ministry of Health 
we control ‘medical. facilities.in. departmental subsystems. Second, 


x} within the Ministry of Health there are two different types of 


"closed subsystems (elite and industrial) ‘and three open ones 
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(capital city, provincial city, and rural). Each of these has 
somewhat different characteristics and d provides medical care of 


varying qu ality to tl the € population gro Up it serves (Davis 1988). 
The organization of the delivery of medical care exhibits 


considerable diversity, reflecting differences between sub- 
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systems _ and client groups. For example first contact care of 
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ee 


is organized o on a ‘territorial. basis, according to place of 
residence, whereas access to services in elite, departmental and 
industrial subsystems depends upon place. of work. Despite this 
complexity, there are some common features of first-contact 
care and patient referral in the USSR. In most cases the initial 
consultation between a patient and a general doctor occurs in an 
out-patient facility called a polyclinic (Serenko et al. 1976). If the 
complaint cannot be easily dealt with a referral is made to either 
the polyclinic > diagnostic department or a specialist doctor within 
the polyclinic. In the event that the patient requires hospitaliza- 
tion, the polyclinic will refer the patient to a linked general 
hospital. T'xis facility will deal with most cases. But a small 
percentage of patients needing more sophisticated treatment will 
be referred to specialized hospitals with large catchment areas 


(Safonov and Loginova 1976). 


_ Soviet health system issues and problems 


The contemporary Soviet health service must cope with many 
challenges similar to those faced by the other national medical 
systems under study in this volume. These include growing 
demand for medical services, pressures for ¢ cost containment, the 
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effects of technological progress, the need for flexible responses 
to contin ingencies, and determination of the appropriate balance 
between popular and central control. This situation is under- 
standable in light of the universal pressures acting on the health 
systems that were discussed in the second section. On the other 
hand, the particular features of the Soviet environment described 


aa 


above have eis > generated differing Tesponses to common ‘pro obler ems. 


ey 


lowequaliry thedical: care, ane rising ——— rates. The 
objective of this section is to identify and analyze these various 
issues and problems in order to facilitate the comparison of 
Soviet health system performance with that of other countries. 


The concentration on problems in this section does give a 


negative bias.to.the portrayal of the Soviet health system. It 


| Ore me 


therefore should be noted that in the USSR there are many 
skilled and caring medical personnel, numerous good hospitals 


and polyclinics, and some excellent biomedical research scientists. 
Furthermore, the health system provides free medical care to all 
citizens and its production of services has been expanding (Davis 
1987). These positive features should be considered as well as 
the problems discussed below in in order to_obtain a balanced 
appreciation of the health system in the USSR. 





and edical care (| 
Growing dem s for m coe 





Over the past two decades the need for medical care in the 
USSR has grown ~ substantially due to developments. i in de- 
mography (population growth of 48 million, n, aging, higher st share 
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eolestercl intake), =a the environment “(increased ‘pollution, 
worsening of sanitary conditions) (Davis 1988). These negative 


arene 


influences have not been offset by effective preventive medical 


ee 


programs. In consequence, many illness rates have increased in 
the USSR. oe hee 

As a general rule, one would expect that as a nation becomes 
more urban and industrialized, living standards will improve 
and there will be a shift in its illness pattern. Usually this 
involves a decrease in nutritional and infectious diseases and an 
increase in degenerative illness. In the Soviet case, however, the 
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government's unbalanced development policy, especially its 
neglect of consumption, has impeded the normal transition. As a 


result, the illness pattern has some of the features of both devel- 
oped and under-developed Countries. — qeessaw a 

The incidence of infectious diseases is higher in the USSR than 
in other industrialized 1 nations and in recent ecent years there have 
been unfavorable upward trends in the “prevalence of typhoid 
and paratyphoid, di phtheria, whooping cough, measles, mumps, 
hepatitis, — salmonellosis (Feshbach 1983; 1986). Accidents 
and poisonings have also risen due to the rapid mechanization of 
Soviet society and growing consumption of alcohol. The most 
significant development has been the increase in degenerative 
diseases caused by the aging. of the _population, urbanization, 


petal 


the past two decades. the Sowies Union bi ea a 

coronary illness. epidemic_of.growing..severity (Cooper and 

Schatzkin 1982). This is reflected in the death-rate from _all 
cardiovascular disease, which rose from 247 deaths per 100,000 
| in 1960 to 459 in 1975 to 535, in 1983 (Davis 1977; Feshbach 
| 1986). Similar upward trends can be detected in cancer statistics. 

Furthermore, the Soviet population still suffers from a high 
| incidence of nutritional disease, such as rickets, and respiratory 
illness, such as influenza and pneumonia. 

“Another problem confronting the Soviet health system is that 
of large-scale untreated illness. Studies by Soviet specialists in 
the 1970s indicated that about one-third of all cases of illness in 
cities were not treated by doctors and about two-thirds in. rural 
areas (Davis 1988). 

The demand for medical services is a function of not only the 
population’s needs but also income, education, prices, and 
supplies. In recent decades trends in virtually all of these 
variables in the USSR were conducive to the growth in demand: 
real per capita income rose by 59 per cent from 1970°to 1984; 


er 


educational standards increased markedly; no money prices. were 
introduced for medical services (although time prices remained 
substantial); and the capabilities of the health system were 
enhanced, which contributed to the upward pressure because in 
the medical services market some of the demand is supplier- 
induced. 

As a result of these developments, the Soviet population’s 
demand for medical care rose substantially during the past 


fifteen years. This is reflected in the growth in the quantity of 
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medical services consumed in the USSR. From 1970 to 1985 the 
number of annual hospitalizations per 1 100 people increased from 
21.5 to 25.1 and the number of out-patient visits to doctors 
(including home visits) per capita went up from 8.0 to 11.4 
(Narodnoe Khozyaistvo SSSR v 1985 g., 1986). This experience of 
growing demand is similar to those of most other industrialized 
nations. 


Health cost containment ( od |, 
In their book The Painful Prescription Aaron and Schwartz (1984) 
show that the British national service has been much more 
successful in containing the costs of medical care than the United 
States. As a result, the health share of the United States’ GNP 
rose from 6.1 per cent in 1965 to 10.8 per cent in 1983 whereas in 
Britain it merely increased from - 4.2 per cent to 5.2 per cent 
(Statistical Abstract of the United States 1985). However, this 
to confront difficult ‘choices. about how to allocate scarce 
resources. 

The reviews of the Soviet Union's politics, economy, society, 
and health system in the second section suggest that the USSR is 
closer to the UK model than the US one, but that conditions 
facilitating medical cost containment are even more favorable. In 
the Soviet Union the CPSU‘is the > permanently 1 ruling, and only 
party. Its strong internal di: scipline ensures a high degree of 
support by the party and state bureaucracies and the parliament 
for most policies. State ownership and control of the health 
system is even more complete than in Britain, where general 
practitioners and hospital consultants have some autonomy.-For 
example the Soviet state owns and manages the other compon- 
ents of the health production process such as pharmacies, 
medical industry, biomedical research institutes, and foreign 
trade organizations. Within the-medical system a sequential 
referral process exists. Since all medical staff in the USSR are 
salaried state employees and used to working: within plan- 
imposed constraints it is even easier to screen patients and 
enforce central government budget limits. Finally, the average 
population member tends to accept decisions of authorities, has 
a modest individualistic drive, and has a relatively passive 
acceptance of illness-related suffering. | 


One component of an effective cost containment policy not 
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discussed explicitly by Aaron and Schwartz is a government’ S 
setting of a relatively low priority for health in the resource 
allocation process. Without this the other conditions listed above 
would be insufficient to restrain expenditure. In the second 
section it was argued that the political leadership in the USSR 
has given the health sector a low priority. Ample evidence exists 
to support this conclusion, such as low wages of medical 
personnel, stingy financial norms governing the calculation of 
medical institutions’ budgets, and unresponsiveness of health 
spending to growth in consumer demand for medical services. 

Furthermore, health system expenditure plans for purchase of 
medical commodities and capital investment are underfulfilled 
by a greater degree than is normal for the economy and shortage 
intensity is higher because central authorities protect high 
priority sectors at the expense of the health system (Davis 1987). 

The combination of factors outlined above has enabled the 
Soviet government to constrain the growth of national health 
spending. Health system wage and price increases have been 
held down to about 1-2 per cent a year and the growth rate of 
Ministry of Health expenditure has been lower than that of the 
total state budget. As a result, the health share of the budget 
declined from 6.5 per cent in 1965 to 4.6 per cent in 1985. 
Expenditures on health from other sources have grown slightly 
more rapidly, so from 1970 to 1985 total health expenditure 
roughly doubled from 11.7 to 22.5 billion roubles. But this 
growth has been from a low base and its rate has been n declining. 
In the period 1975-80 health spending ‘rose by an _average_ of 
6 per cent per annum, whereas in 1980-85 it went up by 4 per 
cent a year. Success in the cost containment effort was also 
reflected in the low, stablé health share of national income (or 
net material product utilized), which remained in the 3.9-4.0 per 
cent range. An authoritative western reconstruction of the GNP 
of the USSR indicates that the health share declined from 2.7 per 
cent in 1965 to 2.4 per cent in 1980 (US Congress Joint 
Economic Committce 1982). : 

This brief assessment of health expenditure in the Soviet 
Union indicates that the Soviet government has allocated a 
relatively low share of national income to the health system in 
accordance with national priorities. During the past two 
decades, a period of rapidly rising health spending in many 
countries, the USSR has been able to restrain growth to low 
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rates. Naturally this has meant that the medical system has 
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operated subject to tight resource constraints. The effects of this 
successful cost containment policy on the health system are 
examined below. 


Shortages in the health system ~< \ 


Shortages in the health system arise when the demand for 
(Culyer 1976). They can be observed in “any country, at least on 
a temporary basis. In normal circumstances equilibrium is 
returned to an excess demand market either by increasing the 
supply of the deficit commodity or raising prices to reduce 
demand - "=. 

~~ The health system in the USSR operates in a chronic excess 
demand environment. It was argued on pp. 243-5 that the 
demand for medical services is high and rapidly growing. 

Money prices are not used as a ‘regulatory i instrument. Although 
time prices do discourage visits by patients, there are political 
constraints on their upward “movement. On the supply side, 

production of medical services is constrained by the established 
plans and budgets of medical facilities § governing | the acquisition 
of inputs as well as by general shortages in the national labor 
market, distribution errors s of the pharmacy network, produc- 
tion problems of the medical industry, and the insufficiency of 
imports. The low priority of the health sector means that the 
central authorities are prepared to tolerate a fairly high intensity 
of shortage in the health system before they will take decisive 
corrective measures. 

‘In the USSR shortages are evident in the provision of medical 
services to patients by the health system. In many medical 
facilities there are crowded waiting rooms, cramped work 
spaces for staff, and location of diagnostic or treatment units in 
inappropriate a areas. The ; amount of floor sp space per hospital bed 
is often below minimum sanitary Tevels because beds are 
crammed into insufficient ward areas or, not infrequently, 
placed in corridors. There are deficits of many types of 
personnel relative to established positions in polyclinics and 
hospitals. This results in the substitution of nurses for doctors, 
queues of patients, and the reduction in average doctor consulta- 
tion time. In certain medical specialities there are enough doctors 


but inadequate numbers | of nurses and technicians, which 
disrupts the work of t teams. Throughout the Soviet health 


ee 
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system there are shortages of medical equipment, machinery, 
and instruments; virtually no disposable instruments and supplies 
are available. This contributes to bottlenecks in the diagnosis 
and treatment of patients. The supply of medicines to patients 
within hospitals is normally not enough to satisfy demands. For 
example, an April 1986 article revealed that in the Erevan 
republican hospital, which as a capital city hospital should be 
well supplied, 126 medicaments out of the authorized list of 825 
were in deficit (Zagaskii 1 986). The stocks of many other critical 
drugs were at minimal levels, for example this 1,100-bed hospital 
had only 10 ampules of antistaphylococcic gamma-globulin. 

The inadequate supplies of medical services and medicines 
obtained by patients within the health system are primarily 
caused by shortages of inputs of labor, capital stock, medicines, 
and other commodities. These can occur for several reasons. 
First, the state plan may allocate the medical system insufficient 
quantities of an input, so even if everything is delivered there 
will be a shortage. Second, the planned quantity of a commodity 
maybe. sufficient but the health service may receive a below- 
plan amount. Third, in the case of labor the wages on offer may 
be too low to attract or retain the planned number of staff. 

In the case of medicaments deficits are caused by inadequate 
health facility budgets as well as the substandard work of other 
institutions in the health production process. For example, the 
pharmacy network often makes errors in forecasting demand 
and determining orders for medical industry, so supplies are out 
of balance to begin with (Gorenkov 1984). Even if the aggregate 
supply of goods is sufficient, medicaments frequently are dis- 
tributed inappropriately between regions ; and facilities. Another 
problem is that pharmacies have substandard storage facilities 
due to under-investment. As a result losses are greater than 
planned, which contributes to supply deficiencies. 

The Soviet pharmaceutical industry is even more responsible 
than pharmacies for shortages of medicines in the health system. 
In 1979 the Ministry of Health did not receive planned amounts 
of 226 preparations and its orders for various medicines were 
only 58-60 per cent satisfied (“Industriya zdorovye” 1980). 
Although the medical industry’s output rose by 40 per cent over 
the next five years it remained insufficient. For example, in 1986 
the Ministry of Health claimed that the industry satisfied ‘only 
75 per cent of its undoubtedly understated demands for 
medicines (“Utverzhdat delom” 1986). P) 
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Figure 8.1 indicates that deficiencies in commodity supplies 
could be remedied through imports. However, forei reign trade is a 
state monopoly in the USSR and is conducted in accordance 
with national economic plans. Import decisions therefore are 
only indirectly responsive to consumer demands. Despite a 
recent expansion in trade, the volume of supplies acquired 
abroad has not been enough to eliminate the chronic shortages of 
modern medicines i in the USSR (Davis 1987). 

From the material presented above it should be clear that 

(> shortages are an important feature of the Soviet health system. 
\ They affect the provision of | medical services to patients, the 
) efficiency of health facilities, and supplies to the medical system. 
‘ Although ‘shortages arise in all countries they usually-are-not as 
pervasive and chronic as in the Soviet case. This relatively 


unique phenomenon is a function of a national | health service 


operating with a low priority in an imperfectly planned socialist 
shortage economy (Davis forthcoming). 


Rationing of medical care © 


Rationing of medical care usually arises in any nation which is 

confronted by a growing demand for medical services but sets | 
fairly stringent limits on health spending. The excess demand in | 
the medical care market results in shortages which potentially | 
could affect the treatment of all patients. However, most 
societies have value systems that rank certain illness conditions 
(e.g. cancer) and population groups (e.g. infants) more highly 
than others (e.g. arthritic and elderly people). Thus efforts are 
made to ration medical care in an attempt to ensure that the most 
important patients receive care irrespective of general circum- 
stances. Analyses of rationing in the British national health 
service can be found in several books (Cooper 1975; Culyer 
1976; Aaron and Schwartz 1984). 

The Soviet Union has chronic excess demand in the market 
for medical services because of the factors discussed on pp. 247- 
9. In theory, the leadership in the USSR could respond to this 
situation with egalitarian rationing. However, it was argued on 
p. 240 that in the Soviet shortage economy a non-egalitarian 
approach to distribution has been adopted. This has had a 
significant effect on rationing medical care and has influenced 
both the organization and functioning of the health system. 
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One of the clearest expressions of this rationing has been the 
division of the health service into the six subsystems described in 
Davis (1983a; 1988) and mentioned above. All of | of the closed 
facilities are relatively well funded and supplied, SO “so they. offer 
their patients a higher standard of care than could the open ones. 
In addition, there is very little referral between the three public 
subsystems (capital city, medium city, and rural district). This 
means that a differential approach to resource allocation can 
those in capital cities, receive better care e than resents of small 
towns and villages. Rationing also partly explains the organiza- 
tion of specialized _ facilities for two important. population 
groups, pregnant women and children. 

Queuing is another instrument of rationing in the health 
system. Queues act as a rationing device because they impose 
time prices on patients and therefore allocate medical services to 
those who can afford or or are prepared to wait. Their advantage is 
that they restrict the demands of patients to a manageable scale 
through an apparently neutral mechanism, and thereby save 
medical staff from having to make unpopular decisions about 
whether or not each potential patient can be treated. 

Although queuing exists in all health systems, in the USSR it 
has a pervasive, systemic character. In polyclinics the most 
frequent queue found is of | patients waiting to see the doctor of 
first contact. The therapist attempts to regulate the number of 
patients referred for specialized diagnosis or treatment in order 
to keep demand in balance with supply. Despite this screening, 
many are still sent forward. Diagnostic departments in poly- 
clinics often operate at below capacity due to equipment failure 
or staffing problems so bottlenecks arise in the treatment 
process. As a result patients have to wait long periods in the 
polyclinic before they receive X-rays or other diagnostic 
services. The same situation obtains with respect to seeing 
specialist doctors for treatment within the polyclinic. 

In hospitals queues exist as well, but they involve waiting in 
bed rather than in corridors outside offices. Again; this is caused 
by production bottlenecks in diagnostic and treatment depart- 
ments due to relative shortages of technology or skilled 
personnel. This bed-queuing forces patients to wait for attention 
and helps to explain why residence 1 in hospitals is considerably 


Waiting lists. are used by the Soviet health system to ration 
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scarce medical care. In the case of polyclinics, a patient who 
cannot obtain scarce diagnostic or specialist services during an 
initial visit can be either given a future appointment or put on a 
waiting list. Those on waiting lists are contacted at an 
unspecified future date when an appointment becomes available. 

Admission to Soviet hospitals is governed by waiting lists for 
many non-urgent cases. The length of wait depends upon the 
general level of hospital provision and availability of specialized 
services in a region. 

The existence of wide-spread rationing in the Soviet health 
system is a predictable consequence_of the chronic excess 
demand in the medical care market. Although western countries 
are also forced to ration scarce services using the instruments of 
queuing and waiting lists, this is not allowed to become too 
severe by governments because of greater popular expectations 
and fear of adverse feedback through the open western €léctoral 
systems. For reasons discussed in the society section above, 
rationing is tolerated more in the USSR. Furthermore, the 
Soviet Union is unusual in its practice of rationing medical care 
through closed subsytems within a state-financed national health 
service. Most western societies have closed facilities, particularly 
for the military, but provide above-average medical care to elite 
groups through privately financed medical facilities or pro- 
grams. It appears that Soviet arrangements are made possible by 
the one-party political system, lack of requirements for public 
accountability, and censorship. i 


The second economy in medical care | Ss) 


In any country that has a national health service with shortages 
and rationing a universal response by a proporson © of patients ‘is 
to try to obtain adequate lequate medical care through m manipulation of 
the pa or use of the legal « or illegal private s sector. In the 
wtf genase substantial second economy activity by patients 
and staff: chronic, acute shortages; severe rationing; low salaries 
of medical personnel; negligible opportunities for staff to earn 
extra money through legal channels; and the general decline 
in moral standards during the Brezhnev period that spawned 
extensive corruption (Gorbachev 1987; “Trudnye shagi peres- 
troika” 1987). 

The result of this situation was that during 1970-85 second 
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economy activity flourished throughout the health and pharmacy 
systems (Knaus 1982). In medical facilities doctors often 
expected “gifts” of a modest nature for providing routine 
treatment nent. More substantial | payments frequently were made to 
secure rapid ‘admission t to better public hospitals, treatment by 
top specialists, better dental work, and discreet cure of socially 
embarrassing medical conditions. Nurses and ward attendants in 
hospitals were usually paid small ‘sums on a regular basis to 
supplying edible food. Evidence also existed” of substantial 
corruption in the education system. In several republics medical 
school admission officers regularly received substantial bribes in 
return for admitting students with substandard records. 

In the pharmacy r network as well the chronic deficits of 
medicines and low wages of personnel stimulated the emergence 
of a widespread secon nomy. Medicines often were illegally 
acquired by black marketeers through thefts from factories, 
warehouses, importing agencies, and pharmacies. These goods 
were then sold through informal networks to hospital and 
polyclinic patients. In other cases speculators or pharmacy 
personnel legally purchased at full retail price, large quantities of 
desirable goods and thereby contributed to shortages. After a 
suitable period these medicines were re-sold to consumers. A 
third practice was for pharmacy personnel to keep medicines in 
high demand “under the counter” for sale to acquaintances at 
official prices or to others who paid a premium. 

Although these unethical and illegal practices have been 
severely criticized ‘and. punished_when uncovered by state 
authorities since Gorbachev assumed power, it is unlikely that 
these second economy phenomena will be eradicated as long as 
serious shortages exist in the markets for medical services and 
pharmaceutical goods. For example, in October 1986 the 
Collegium of the Ministry of Health stated that “In pharmacies 
and medical equipment organizations inadequacies are only 
slowly being removed, cases of embezzlement of and specula- 
tion in medicaments have not been eliminated”’(“Utverzhdat 
delom” 1986). 
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Medical technology in the health system \ oS Z 


Over the past several decades the organization, effectiveness, 
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and costs of health systems in the west have been significantly 
influenced by the substantial-advances made in biomedical 
sciences, medical technology, and clinical techniques. On the 
whole, the scientific-technological revolution in medicine has 
been beneficial and has raised the effectiveness of health systems 
in coping ing with illness. But it also has had negative side effects, 
such as the promotion of narrow specialization of medical 
personnel, creation of a more alienating technocratic environ- 
ment for patients, and rapid growth in the cost of medical care. 

The health system in the USSR has been affected by these 
universal developments in biomedical science and technology, 
but to a lesser degree and in a more uneven _manner than have 
most health services in western countries. Relative to inter- 
national standards the Soviet Union has low levels of technology 
and slow rates of technological progress in the health sector. 
This backwardness has been caused by particular features of the 
political and economic systems that adversely affect both the 
demand for and the supply of technology. 

On the demand s side, the impact of consumers on medical 
technology ac acquisition is minimal due to several factors: Jack of 
knowledge about available technologies, especially those in the 
west; satisfaction at receiving medical care based on relatively 
outdated technologies given the shortage environment; willing- 
ness to accept the explanations and decisions of medical 
authorities in the areas of diagnosis and treatment; and inability 
to influence production decisions through the market for 
medical care. The health system itself has a weak influence on 
technological progress. In the USSR medical facility managers 
are primarily concerned about raising the quantity of services 
provided in order to reduce excess demand rather than, as in the 
west, constantly increasing quality on the basis of new_tech- 
nologies. In addition there is no pressure for doctors to engage in 
resource-intensive “defensive medicine.” Staff are. not worried 
about consumer complaints and concentrate on working com- 
petently with existing technology, even if it is outdated. Among 
other factors inhibiting the demand of the medical system are 
tight constraints on capital acquisition budgets, the low priority 
status of health, and ineffectiveness of price signals in a shortage 
environment. 
~ Since the Soviet economy is a supply-constrained system, it 
follows that many of the technological problems of the health 
service are the result of deficiencies in distribution and produc- 
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tion. The agency which manages wholesale trade_in_ medical 
equipment and instruments, Soyuzmedtekhnika, is plagued by 

many Of the same ~shrortcomings,.05 _pRiTiecies: inaccurate 
projections of demand, inadequate storage” “facilities, inappro- 
priate distribution of products between regions and institutions, 
and poor after-sales repair service and spare parts supply 
(“Utverzhdat delom” 1986). 

Other institutions of the health production process contribute 
to prol lems in | technology supply as well. Medical industry, for 
example, has chronically | under-fulfilled its plans for technology 
deliveries to the health system ‘(“Industriya zdorovye” 1980). 
Although the « output of medical technology has risen in recent 
years, ree performance has continued to be relatively 
substandard throughout the 1980s. ‘A January 1987 report stated 
that health system requirements for medical equipment were 
only 75-80 per cent satisfied and that 


| _ Domestic industry did not produce a whole series of con- 
temporary apparatuses, stich as ‘angiographic complexes, 
| mobile photo-flurographic stations, artificial blood circula- 
tion machines, biochemical analyzers, and many other types 

| of equipment. 
(“Trudnye” 1987) 


A major cause of the deficiencies in the supply of equipment and 
machinery by the medical industry is the sluggishness_of 
technological progress. In the USSR technological innovation 
proceeds at a slow pace in the medical industry due to numerous 
obstacles: absence of effective incentives to innovate in industrial 
enterprises; lack of effective domestic or foreign competition; 
Operation in a shortage environment.so consumers will take all 
their output; and judgment of success by plan fulfilment rather 
than consumer satisfaction. In consequence, managers prefer to 
stick to old methods and products rather than e engage in the 
troublesome process of introduction (viedrenie) of new tech- 
nology. A related obstacle is that prices of new products are 
determined by the bureaucracy, not the market, and often are 
not set high enough to compensate enterprises for the trouble of 
innovation. 

“Scientific R & D institutions in the biomedical field also are 
partially responsible for sluggish. technological innovation 
(“Rezervy nauki” 1985). They often engage in irrelevant 
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projects, maximize their expenditures instead of scientific 
outputs, and have little interest in ensuring that discoveries are 
put into mass production (“Po puti uskoreniya” 1986). 

Given the factors influencing both demand and supply in the 
USSR, it is not surprising that, in general, the level and rate of 
introduction of technology in its health system have been low by 
western standards. Outside of the various well-provided closed 
subsystems, medical establishments are short of machinery and 
equipment of all kinds. Public health facilities in the USSR are 
poorly provided with sophisticated technologies for diagnosis, 
such as computer-aided tomography and other advanced X- -ray 
equipment, and for tréatments such as organ transplantation, 
kidney dialysis, hip surgery, coronary artery surgery, and 
intensive care of premature babies. There are shortages of more 
basic technologies as well, such as stethoscopes, thermometers, 
and syringes. Few disposable medical products of glass,_ plastic, 
or paper are available either, due to shortcomings of Soviet 
industry. Existing equipment often is utilized in rooms that 
were designed for other functions and do not meet modern 
hygienic standards. Much of the machinery is obsolete due to 
low replacement rates, which are a function of the stingy budget 
norms mentioned above. In addition, maintenance of existing 
medical technology is made difficult by shortages of "engineering 
staff and spare p: parts. 

“The relative backwardness of the technological environment 
in the Soviet health system naturally enough has impacts on the 
behavior_of patients and staff and on the effectiveness of 
diagnosis _ and treatment. The consequences for the patient are 
both positive and negative. On the one hand the low level of 
technology contributes to a more relaxed patient—doctor relation- 
ship because there are lower expectations about the technical 
effect ectiveness of treatment and a less alienating technocratic 
environment. On the other hand,” shortages of machinery and 
equipment contribute to medical service production bottlenecks, 
unpleasant queuing by patients, and a lower quality of medical 
care. In the case of staff, the lack of medical | technology hinders 
the development « “Or ‘implementation of new diagnostic and 
curative techniques. ‘There also is less pressure for subspecializa- 
ae 
tion, since the technological support for many new western 
specialities does not exist. The general deficit of equipment of all 
kinds, including typewriters and computers, means that the 


Soviet health system is less mechanized and automated than a 
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western one. Since middle medical personnel are in short supply 
too, doctors must devote substantial amounts of time to low- 
level medical and administrative work. 

The conclusion from this assessment appears to be that 
technological progress is not an irresistible force determining 
developments in all health systems. No doubt there is a universal 
tendency for advances in scientific knowledge and medical 
technology to influence medical organization and techniques. 
However, the Soviet case indicates that a combination of 
particular political, economic, and cultural factors can hold back 
the pace of technological change and lessen its impact on the 
health system. The analysis in this section suggests that all the 
institutions in the Soviet health production process have some 
responsibility for the existence of technological backwardness. It 
therefore is evident that an acceleration of technological innova- 
tion in the health sector cannot be stimulated by a few simple 
policy changes. Instead, wide-ranging systemic reforms will be 
needed to bring the level of medical technology in the health 
system up to international standards. In sum, study of the Soviet 
health system shows clearly that there are limits to the 
autonomous force of technology in a modern industrialized 
society. 


The health system and mortality trends . 
atl 


The primary objective of the health production process shown 
in Figure 8.1 is to improve the various indicators of final health 
output, such as recovery, invalidity, and mortality rates. The 
health system plays a crucial role in this process and is the 
institution with primary responsibility for ensuring that death- 
rates decline and life expectancy rises. It can accomplish this 
either by reducing illness rates.through programs designed to 
improve consumption or environmental health conditions or by 
upgrading the effectiveness of curative medical services to cope 
with the new challenges posed by developments in the illness 
pattern. In virtually all industrialized countries mortality rates 
have been-reduced over the past two decades, which suggests 
that health systems have been effective in fulfilling their 
responsibilities. The Soviet Union, however, has had a very 
different experience with respect to mortality and life expect- 


256 


— ——eeee ee SaaS. 


The Soviet health system 


ancy trends and therefore should be carefully examined in an 
international comparison of medical care. 

Throughout most of the period 1945-64, mortality < and life 
expectancy indicators improved in the USSR, in conformance 
with international trends. All age-specific death-rates, including 
infant mortality, declined and the crude death-rate fell to 7.1 
deaths per 1,000 by 1964/5 (Davis 1977; Davis and Feshbach 
1980; Dutton 1979). These improvements were taken by many 
in the Soviet Union to be proof of the effectiveness of the 
socialist health service. 

During the next two decades, however, there was a striking 
reversal of previous mortality trends. From 1965 to 1984 the 
crude mortality rate in the USSR rose dramatically, from 7.1 to 
10.8 deaths per 1,000, or by 52 per cent. Since the US rate 
declined from 9.4 to 8.6 deaths per 1,000 over the same period, 
the Soviet experience does not represent an immutable process 
caused by the aging of the population. Instead, the upward trend 
implies that there were increases in age-specific death-rates. 

The infant mortality rate, which measures deaths during the 
first year of life, fell from 27.2 deaths per 1,000 live births to 22.9 
between 1965 and 1971, but increased in following years (Davis 
and Feshbach 1980; Field 1986). By 1976 its estimated value was 
31.1 deaths per 1,000.or 36 per cent above the rate in 1971. After 
that it apparently was reduced to 27.3 in 1980 to 25.3 in 1983 
(“Naselenie SSSR” 1986). The infant mortality rate went up in 
each of the next two years, reaching 26.0 deaths per 1,000 live 
births in 1985. This upward trend is in striking contrast with the 
experience of most industrialized countries. In the case of the 
United States infant mortality decreased uninterruptedly from 
20 deaths per 1,000 live births in 1970 to 10.6 in 1984 (Statistical 
Abstract of the United States 1985). | 

Most other age-specific death-rates exhibited similar upward 
trends in the 1970s. The rate for the 0-4 age group went up from 
6.9 deaths per 1,000.in 1969/70 to 8.1 in 1980/81 (“Statisticheskie 
materialy” 1986). In the next three quintiles, covering ages 5-19, 
minimum post-war rates were maintained up to.1980/81. But all 
older age groups exhibited increases from the minimum, which 
were in the range of 2 to 33 per cent. For example the rates 
(deaths per 1,000) rose from 6.0 to 8.0 in the age group 45-49 
years and from 18.0 to 20.6 in the age group 60-64 years. 

During the 1980s the trends in age-specific death-rates have 
become more varied (Davis 1987). Of the fifteen age groups for 
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which official statistics are available, nine had declining rates 


from 1980/81 to_ 1984/85, one remained d stable, and five rose, 
Those exhibiting in increases were the < age groups 40-44, 50-54, 
55-59, 65-69, and over 70 years. 

It is evident from these official statistics that in the USSR 
during the past two decades mortality-has_risen, which is a trend 
contrary to the experience of other nations. This raises serious 
questions about the effectiveness of the medical system with 
respect to final output. Although the production. a medical 
services and inputs.to the health system increased, it appears that 
the improvements in the health service were insufficient to. cope 
with the new challenges confronting it. 
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Conclusions 


In this chapter an attempt was made to carry out three general 
tasks. The first was to identify the universal and particular 
features of the Soviet medical system and to assess the balance 
between them. A second was to evaluate the performance of the 
Soviet medical system relative to prevailing international stan- 
dards. Third, an effort was made to assess the dynamics of 
Soviet health system development over time to determine 
whether universal forces, such as technological progress, stimu- 
lated a convergence toward other existing models or whether 
particular factors within the USSR maintained unique national 
features. 

The analysis of the Soviet health service in this chapter 
indicates that it does have some universal features because Soviet 
biomedical scientists make use of modern scientific theories of 
disease and medicine, clinicians attempt to employ internation- 
ally recognized preventive and curative medical techniques, and 
the health system in the USSR functions within a universal 
health production process. Furthermore, the Soviet health 
system is influenced by real developments that occur in most 
countries, such as growth in the population’s demand for 
medical services and pressures for containment of health costs. 

‘Despite this, the evidence presented in the chapter indicates 
that there are very strong forces within the USSR which 
modulate internationalizing influences and maintain the national 
characteristics of the Soviet health service. The second section 
argued that the communist political system, the imperfectly 
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planned socialist pace and various social circumstances and 


on Marxist- Leninist ‘ideology, ‘produce a health system with a 

distinctive organizational form: a national health ‘service in a 

socialist society. It represents one of the end points of the range 

of medical care organization in industrialized countries. 

The third section argued that the unique health system in the 
Soviet Union has performance characteristics and problems 
different_from those in other industrialized nations. First, the 
Soviet illness pattern reveals a high incidence of both infectious 

“syand degenerative disease. Second, cost containment has been 
<7 effective i in the USSR and the health 1 system is subject to tight 
sresource constraints. Third, pervasive and chronic shortages of 
“medica services and health system. inputs exist in the Soviet 
Union. A fourth feature is that rationing is extensively used to 
‘ distribute scarce medical services between population groups; an 
unusual aspect of Soviet practice is rationing through closed 
medical subsystems within a publicly financed national health 
“service. Fifth, technological progress.has.had a limited impact on 
‘alee Soviet health system; in the USSR the average level of 
medical technology is low by international standards and the 
indigenous technological innovation process is sluggish. Finally, 
_/during the past two decades the medical system in the USSR, 
aie were others in industrialized countries, has been ineffec- 
tive in coping with developments in the national illness pattern 
and has allowed mortality rates to rise. 

The evidence presented in this chapter suggests that recent 
trends in the development of the Soviet health system are 
inconsistent with the convergence hypothesis. It appears likely 
that medical care organization and practice. in the USSR in the 
mid-1580s is as different from that in western industrialized 
nations as it was in the 1960s. One reason for this is that the 
impact of medical technology has been severely restrained by 
barriers to international diffusion through scientific exchange 
and foreign trade, the slow pace of indigenous technological 
innovation, problems i in the domestic production of machinery 
and equipment for the health service, and tight budgetary 
constraints on technological acquisition. In consequence, the 
force of industrialism on medical production in the USSR has 
been relatively weak. Other universalistic influences also are 


muted in the Soviet environment t due to the ‘countervailing 
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effects of political, economic, cultural and bureaucratic vari- 
ables. As a result, the Soviet health system has evolved slowly 
and incrementally over the past two decades. Since this has been 
a period of rapid change in other industrialized societies, the 
possibility should be considered that there has been a relative 
divergence, not a convergence, of the features of the Soviet viet and 
other national health systems. If these past tendencies within the 
Soviet Union are maintained in the late 1980s ‘then there is little 


<2 te 


chance that the Soviet | health service will lose its. _ distinctive 
features and either move toward western systems or provide an 
attractive alternative model. 
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There is a widely shared belief among American policy-makers 
that a national program providing for universal entitlement to 
health care, in the United States, would result in runaway costs. ' 
In response to this presumptive wisdom, nations that entitle all 
of their residents to a high level of medical care and simultan- 
eously spend less than the United States, are often held up as 
exemplars. Canada’s system of national health insurance (NHI) 
is the most celebrated example.? French NHI, a prototype of 
western European continental health systems, is another case in 
point. Britain’s National Health Service (NHS), although 
typically considered a “painful prescription” for the United 
States (Aaron and Schwartz 1984), assures first dollar coverage 
for basic health services to its entire population and spends the 
smallest share of its gross domestic product (GDP) on health 
care expenditures (Table 9.1). 

All of these countries have produced some of the leading 
physicians and hospitals in the world. Judging by various 
measures of health status, they are in the same league or better 
than the United States. In Britain, life expectancy at 60 — when 
medical care may have an important impact — is lower than in 
the United States. But in the United States over 15 per cent of 
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Table 9.1 Health care expenditures and health status 


Life expectancy 


Health (1980) 
expenditures : Infant 
(1984) PS RS mortality” 
as % of GDP males females males females (1983) 
France 9.1 70.1 78.3 17.2 22.3 .89 
Canada 8.4 71.0 79.0 18.0 23.0 .85 
Britain’ 5.9 W279 .159: . 23 1.02 
United States 10.7 69.6 76.7 17.2 22.4 1.09 


Sources: Data on health expenditures are from Schieber and Poullicr 1986; data 


on life expectancy and infant mortality are from OECD 1985, Tables 
F.1 and F.2: 131. 
Notes: | All data are for the United Kingdom. 


* Infant mortality is expressed in death-rates of infants below 1 year per 
100 live births. 


the population remains uninsured for health care services while 
spending, as a per cent of GDP, surpasses that of all industrially 
advanced nations (OECD 1985).° 

Virtually no one in Canada or in western Europe — not even 
the fiercest critic - would want to import or even emulate the 
American system of financing and organizing health care. But in 
spite of this prevailing view, a number of fashionable American 
ideas, most importantly the concept of a health maintenance 
organization (HMO), have drifted north to Canada and across 
the Atlantic to Europe. These ideas are hardly popular. They are 
simmering and they represent a potentially creative response to a 
number of present concerns in France, Canada and Britain. 
Although all three of these countries, especially Canada and 
Britain, have eliminated financial barriers to care, policymakers 
still face three festering problems. 

Economists, for example, emphasize that cost containment 
should not be confused with allocative efficiency in the use of 
health care resources. They point to the possibilities of obtaining 
more value for the money spent on health care in France, 
Canada, and Britain, as well as in the United States.+ This 
applies not only with regard to improving health status 
(Cochrane 1972) but also with respect to altering input mixes in 
the provision of health services — taking advantage of cost- 
effective treatment settings, e.g. ambulatory surgery, and 
personnel, e.g. nurse practitioners. 
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Public health and medical care analysts criticize the lack of 
continuity of care between primary, secondary, and tertiary 
levels. Although health planners in France, Canada, and Britain 
have called for redistributing resources away from hospitals to 
community-based ambulatory care services and public health 
programs, the allocation of resources within health regions has 
been notoriously biased in favor of the more costly technology- 
based medical care at the apex of the regional hierarchy (Rodwin 
1984).° The consequence of this allocational pattern has been to 
weaken institutional capability for delivering primary care 
services. This has exacerbated the separation between primary, 
secondary, and tertiary levels of care thus making it difficult for 
providers to assure that the right patient receives the right kind 
of care, in the right place and for the right reason. 

Consumers have noted the inflexibility of bureaucratic deci- 
sion-making procedures and the absence of opportunities for 
exercising for what Hirschman calls “voice,” in most health care 
organizations. Indeed, the problem of control and how it should 
be shared between consumers, providers, managers, and payers 
is at the center of all criticisms levelled against the current 
structure of health care delivery in France, Canada, and Britain 
(Rodwin 1987). In all of these systems, decisions about what 
medical services to provide, how and where they should be 
provided, by whom and how often, are separated from the 
responsibility for financing medical carc. 

In the context of these problems — inefficiency in the allo- 
cation of health care resources, lack of continuity between 
levels of care, and the absence of voice in most health care 
organizations — the concept of an HMO, in combination with 
elements of market competition, has a certain intellectual appeal. 
Since an HMO is, by definition, both an insurer and a provider 
of health services, it establishes a link between the financing and 
provision of health services. Since it is financed on the basis of 
prepaid capitation payments, its managers have an explicit 
budget as well as a clearly defined clientele (population at risk). 
Moreover, since an HMO is responsible — on a contractual 
basis — for providing a broad range of primary, secondary, and 
tertiary level services to its enrolled population, it has powerful 
incentives to provide these services in a cost-effective manner 
while simultaneously maintaining quality so as to minimize the 
risk of disenrollment. 

There are currently so many models of HMOs in the United 
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States that it is unwise to generalize about them. Nevertheless, 
the evidence based on a large number of stable HMOs in the 
1960s and 1970s is persuasive in demonstrating that this form of 
health care financing and organization can reduce hospital 
admissions by as much as 40 per cent when compared with 
conventional fee-for-service practice (Luft 1981). 

The idea of introducing HMOs — or similar kinds of health 
care organizations — into national systems that provide universal 
entitlement to health care resembles, in many ways, the 
American experience of encouraging medicare beneficiaries to 
enroll in federally qualified HMOs or competing medical plans 
(CMPs). The idea usually involves two reforms. It spurs policy- 
makers to combine regulatory controls with competition on the 
supply side; and it encourages them to design market incentives 
for both providers and consumers of health care. In this chapter I 
eXamine some new ideas along these lines for France, Canada, 
and Britain, and conclude with an assessment of their viability. 


France: les réseaux de soins coordonnés (RSC) 


France is noted for combining NHI with fee-for-service private 
practice in the ambulatory care sector and a mixed hospital 
sector of which two-thirds of all acute beds are in the public 
sector, and one-third in the private sector (Rodwin 1981). 
Physicians in the ambulatory sector and in private hospitals 
(known as cliniques) are reimbursed on the basis of a negotiated 
fee schedule. Roughly 15 per cent of all physicians are allowed to 
set their own fees. And physicians based in public hospitals — the 
principal teaching and research institutions — are reimbursed on 
a part-time or full-time salaried basis. Private cliniques are 
reimbursed on the basis of a negotiated per diem fee. Public 
hospitals used to be reimbursed on a retrospective cost-based per 
diem fee but they have received prospectively set “global” 
budgets since 1984. 

There are several problems in this system. From a public 
health point of view, there is inadequagté communication 
between full-time salaried physicians in pubffe hospitals and solo 
practice physicians working in the community. Although 
general practitioners in the fee-for-service sector have informal 
referral networks to specialists and public hospitals, there are no 
formal institutional relationships which assure continuity of 
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medical care, disease prevention and health promotion services, 
post-hospital follow-up care, and more generally systematic 
linkages and referral patterns between primary, secondary, and 
tertiary level services. 

From the point of view of economic efficiency criteria, there 
are additional problems in the French health care system. On the 
demand side, two factors encourage consumers to increase their 
use of medical care services: the uncertainty about the results of 
treatment and the presence of insurance coverage. To reduce the 
risk of misdiagnosis or improper therapy physicians are always 
tempted to order more diagnostic tests. Since NHI covers most 
of the cost, there is no incentive — neither for the physician nor 
for the patient—to balance marginal changes in risk with 
marginal increases in costs. This results in excessive medical care 
utilization. 

On the supply side, fee-for-service reimbursement of physic- 
ians has provided incentives for them to increase their volume of 
services so as to raise their income. Likewise, per diem 
reimbursement of cliniques and hospitals created incentives to 
increase patient lengths of stay. The recent imposition of global 
budgets, in France, has eliminated this problem but they 
represent a blunt policy tool — one which tends to support the 
existing allocation of resources within the hospital sector and, 
possibly, to jeopardize the quality of hospital care. It is relatively 
easy for a hospital to receive an annual budget to maintain its 
ongoing activities but extremely difficult to receive additional 
compensation for higher service levels, institutional innovation 
or improvements in the quality of care. Even with prospective 
budgets, hospitals naturally seek to maximize the level of their 
annual allocations and to resist budget cutbacks. 

In summary, providers under French NHI have no financial 
incentives to achieve savings while holding quality constant or 
even improving it. Consumers have few incentives, other than 
minimal co-payments, to be economical in their use of medical 
care. And, there are no incentives to move the French system 
away from hospital-centered services toward new organizational 
modalities. 

Traditional solutions to these problems go in the direction 
of making patients pay higher co-payments. For example, a 
3 dollar daily co-payment charge was recently imposed on all 
hospital in-patient stays. Reimbursement for drugs has become 
more restrictive, particularly for those with more questionable 
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therapeutic effects. Also, the government is allowing more 
physicians to refuse assignment of their fees and engage in extra- 
billing. The problem with these proposals is that they focus only 
on the demand side. They do nothing to promote supply-side 
efficiency. It is in response to this challenge that a proposal was 
recently developed to introduce a system of HMOs under 
French NHI. 

In French, the concept of an HMO was translated as a réseau 
de soins coordonnés (RSC) —a network of coordinated medi- 
cal services. The proposal, published in the French Review of 
Social Affairs by two French economists, a French physician and 
the present author (Launois et al. 1985), is based on six prin- 
ciples: 


Preservation of entitlements under NHI 


All compulsory pay-roll taxes for NHI remain unchanged. All 
those covered under French NHI, i.e. 99 per cent of the 
population, remain covered. The current level of benefits 
becomes a minimum benefit package under the new plan. 


Supply-side modernization through the creation of RSCs 


Qualified RSCs —- with minimum benefit packages — are re- 
quired to allow open enrollment. RSCs could be organized by a 
variety of sponsors. They would promote vertical integration in 
the health sector and place hospitals, day surgery facilities, 
physicians, and other health-care professionals at risk for 
providing cost-effective medical services. 


Promotion of integrated medical care 


The RSC assumes a contractual responsibility for providing its 
enrolled population with all health services covered under 
French NHI. The patient chooses a primary care physician who 
is in charge of making proper referrals and managing patient 
care. 
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Prepayment on a capitation basis 


The RSC receives a pre-paid capitated monthly fee directly from 
the beneficiary’s NHI fund. This payment is equal to the 
actuarial cost based on the enrollee’s age, sex, and health status. 
The RSC’s annual budget is equal to its annual capitation 
payment multiplied by the number of its enrollees. Within that 
constraint, managers have an incentive to minimize costs and 
maximize patient satisfaction so as to avoid disenrollment. 





Marginal shifts in health care financing 


Most of the capitated fee is financed directly by the beneficiary’s 
NHI fund. But since, in the aggregate, consumers pay roughly 
15 per cent of all health expenditures through co-payments, to 
make the proposal financially viable there is an additional pre- 
paid contribution by the beneficiary at the time of enrollment. 
This would be equal to the difference between the capitation fee 
charged by the RSC and the actuarial cost calculated by the 
beneficiary’s NHI fund. There is no payment at the time of 
service use, and all enrollees who cannot afford the additional 
contribution are eligible for a state subsidy. 


Competition between RSCs 


Enrollment in RSCs is voluntary. This results in three levels of 
competition. First, between RSCs and traditional NHI. Second, 
between RSCs themselves. Third, between health care providers 
to whom RSCs will send their enrollees presumably on the basis 
of their ability to keep quality high and costs low. 





The six principles of this proposal were inspired by Alain 
Enthoven’s (1980) Consumer Choice Health Plan for the United 
States. But whereas Enthoven’s plan is designed to create a new 
form of NHI for the United States, the RSC proposal is largely a 
strategy to promote supply side efficiency within an already 
existing NHI system. As in the case of competing medical plans 
(CMPs) —- HMOs for Medicare beneficiaries in the United 
States — if French beneficiaries choose to enroll in an RSC, they 
would lose their coverage under traditional NHI. Just as CMPs 
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have to accept all Medicare beneficiaries who choose to enroll, 
all RSCs would have to accept all French NHI beneficiaries who 
choose to enroll, which could be 99 per cent of the population. 
Thus the problem of adverse selection is somewhat reduced, 
although by no means absent. 


Canada: publicly financed competition 


Under Canadian NHI, although coverage for drugs is far less 
than in France, there are no co-payments; there is first-dollar 
coverage for hospital and medical services. Physicians in 
ambulatory care are paid predominantly on a fee-for-service 
basis, according to fee schedules negotiated between physicians’ 
associations and provincial governments. In contrast to France, 
physicians in hospitals are most often paid on a fee-for-service 
basis, as in the United States. 

There are few private for-profit hospitals in Canada such as 
French cliniques and American proprietary or investor-owned 
institutions. Most acute care hospitals in Canada are private non- 

| profit institutions. But their operating expenditures are financed 
through the NHI system. And most of their capital expenditures 
are financed by the provincial governments. 

In the United States, Canada’s health system is typically 
depicted as a model for NHI (Andreopoulos 1975). Its financing, 
through a complex shared federal and provincial tax revenue 
formula, is more progressive than the European NHI systems 
financed on the basis of payroll taxes. Canada’s levels of health 
status are high by international standards. And it has achieved 
notable success in controlling the growth of health-care costs. 
What, then, are the problems in this system? 

From the point of view of health-care providers, there is, 
above all, a crisis of underfinancing. Physicians complain about 
low fee levels. Hospital administrators complain about dracon- 
ian control of their budgets. And other health care professionals 
note that the combination of a physician “surplus” and excessive 
reliance on physicians prevents an expansion of their roles. 
Although Robert Evans (1987) contends that Canadian cost- 
control policies cannot be shown to have jeopardized the quality 
of care, providers and administrators, alike, claim that there has 
been deterioration since the imposition of restrictive prospective 
budgets. 


Leaving aside the issue of quality, the same issues discussed in 
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the context of France are present in Canada, with respect to 
economic efficiency. Neither the hospital physician nor the 
patient have an incentive to be economical in their use of health 
care resources. On the demand side, since patients benefit from 
what is perceived as “free” tax-financed first-dollar coverage, 
they have no incentive to choose cost-effective forms of care. 
For example, in the case of a demand for urgent care, there is no 
incentive for a patient to use community health centers rather 
than rush directly to the emergency room. 

On the supply side, physicians lack incentives to make 
efficient use of hospitals which are essentially a free good at their 
disposal. There are no incentives for altering input mixes to 
affect practice style (technical efficiency). Nor are there incen- 
tives for providers to evaluate service levels and the kinds of 
therapy performed in relation to improving health status 
(allocative efficiency). It could be argued that these problems are 
common to all health systems. But they are especially acute in a 
system characterized by a bilateral monopoly that tends to 
support the status quo. On the one hand, providers have strong 
monopoly power which they use to defend their legitimate 
interests; on the other, the monopsony power of sole source 
financing (under Canadian NHI) keeps provider interests in 
check at the cost of not intervening in the organizational practice 
of medicine. 

Stoddard (1985) has characterized the problems of the 
Canadian health system as “financing without organization.” In 
his view, Canadian provinces “adopted a ‘pay the bills’ 
philosophy, in which decisions about service provision — which 
services, in what amounts, produced how, by whom, and 
where — were viewed as the legitimate domain of physicians and 
hospital administrators” (Stoddard 1985: 3). The result of this 
policy is that provincial governments were concerned about 
maintaining a good relationship with providers. This concern 
has not avoided tough negotiations and occasional confronta- 
tions. But there has been no effort to devise new forms of 
medical-care practice, e.g. HMOs or new institutions to handle 
the growing burden of long-term care for the elderly. The side 
effect of Canadian NHI has been to support the separation of 
hospital and ambulatory care and to reinforce traditional 
organizational structures. 

As in France, or the United States, there are, in essence, two 
strategies for managing the Canadian health system and making 
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adjustments. The first involves greater regulation on the supply 
side — even stronger controls on hospital spending, more ration- 
ing of medical technology, more hospital closures and mergers 
and eventual prohibition of extra billing. The second involves 
increased reliance upon market forces on the demand side — 
various forms of user charges such as co-payments and 
deductibles now advocated as forms of privatization. Neither 
strategy is likely to succeed on its own. The former will control 
health-care expenditures in the short run but it fails to affect 
practice styles. Its effectiveness runs the risk of exacerbating 
confrontation between providers and the state and jeopardizing 
health care needs. The latter deals with only part of the 
problem — the demand side — and neglects the issue of supply 
side efficiency. It provides no mechanism by which consumer 
decisions can generate signals to providers to adopt efficient 
practice styles. Moreover, it is likely to raise the level of total 
(public and private) expenditures. 
Due to the deficiencies which may occur if each strategy is 
followed independently, Stoddard (1983) has devised an innova- 
| tive proposal for the province of Ontario, one that relies on the 
use of market forces while maintaining the full benefits of a 
compulsory and universal NHI program. His proposal, which 
he calls “publicly financed competition,” rests on four principles: 


Creation of three payment modalities on the supply side 


Physicians would have the choice of practicing in solo or group 
practice in the fee-for-service modality, or accepting a capitation fee 
per person enrolled in their practices, or accepting salary 
payment in return for working in community health centers 
organized by the public sector. Fees in the fee-for-service 
modality would correspond to the current fee schedule and 
extra-billing would be allowed to continue. The capitation rate 
would be based on the average cost of insured services per 
patient across al] three payment modalities. Salaries as well as 
staffing, programs, and service mix in the community health 
centers would be set by Ministry of Health planners. 


Financing of NHI is unchanged 


All citizens would pay for health care through the tax system as 
they currently do. 
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Choice of primary care provider 


All citizens would continue to choose a primary care provider 
but they would have to commit themselves to one modality of 
selected primary care for a specified period of time. The NHI 
program would no longer cover services not sought from or 
approved by the primary care provider. All services used by 
each patient over the course of the year would be charged to the 
appropriate payment modality. 


Calculation of premium for each payment modality 


At the end of each enrollment period, the premium for each 
modality would be adjusted, based on its total costs. The least 
costly modality would then become the baseline which would 
be fully covered under the Ontario Health Insurance Plan. 
Patients enrolled in the two more costly modalities would have 
to pay the difference between the baseline and the higher 
premium. 


Although these principles are not as elaborately developed as 
the French RSC model, they are equally provocative and present 
a serious challenge to the status quo. Since the relative premiums 
of the three modalities are calculated on the basis of the average 
per capita cost including utilization, there would be powerful 
incentives to reduce such utilization. Assuming government 
measures are taken to assure a minimum level of medical care 
quality across payment modalities, these four principles create a 
system in which the patient benefits from seeking an efficient 
provider and the provider benefits by choosing cost-effective 
styles of practice. The level of health benefits remains the same 
across the three modalities; access to care would not be restrained 
by user charges; and adverse selection between payment modal- 
ities would be carefully monitored by requiring open enrollment 
and eventually introducing premium adjustments which would 
take into account age, sex as well as health status. 


Britain: internal markets and HMOs 


Britain is the exemplar of a National Health Service. It 1s 
financed almost entirely through general revenue taxation and 
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accountable directly to the Department of Health and Social 
Security (DHSS) and Parliament. Access to health services is free 
of charge to all British subjects and to all legal residents. But 
despite the universal entitlement, Britons spend only 5.9 per 
cent of their GDP on health care — one half of what Americans 
spend as a percentage of their GDP. 

Although the NHS is cherished by most Britons, there are, 
nevertheless, some serious problems concerning both the equity 
and efficiency of resource allocation in the health sector. With 
regard to equity, in 1976 the Resource Allocation Working Party 
(RAWP) developed a formula for the allocation of NHS funds 

| between regions (DHSS 1976). The formula represents one of 
| the most far-reaching attempts to allocate health care funds 
because it incorporates regional differences in measures of health 
status. Slow progress is now being made in redistributing the 
aggregate NHS budget along the lines of RAWP, but substantial 
inequities still remain both from the point of view of spatial 
distribution as well as from the point of view of social class 
(Townsend and Davidson 1982). 

With regard to efficiency, the problems are even more severe 
because NHS resources are extremely scarce by international 
standards. Since there is less slack, the marginal costs of 
inefficiency are higher than in western Europe or the United 
States. And since the NHS faces the same demands as other 
systems to make available new technology and to care for an 
increasingly aged population, British policy-makers recognize 
that they must pursue innovations that improve efficiency. But 
there are numerous institutional obstacles in the way. 

The tri-partite structure of the NHS is, itself, a major source 
of inefficiency. Regional health authorities (RHAs) are respons- 
ible for allocating budgets to hospitals in their regions. Hospital- 
based “consultants” are paid on a salaried basis with disting- 
uished clinicians receiving “merit awards” and all consultants 
have the right to see a limited number of private fee-paying 
patients in “pay beds.” Outside the RHA budget are family 
practitioner committees (FPCs) responsible for remunerating 
general practitioners (GPs), ophthalmologists, dentists, and 
pharmacists. The GPs are reimbursed on a capitation basis with 
additional remuneration coming from special “practice allow- 
ances” and fee-for-service payment for specific services, e.g. 
night visits and immunizations. Separate from both the RHAs 
and the FPCs are the local authorities (LAs) that are responsible 
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for the provision of social services, public health services, and 
certain Community nursing services. 

Such an institutional framework creates perverse incentives to 
shift borderline patients from GPs to hospital consultants, to the 
community, and back to the hospital. GPs, for example, have no 
incentive to minimize costs and can impose costs on RHAs by 
referring patients to hospital consultants or for diagnostic 
services. NHS managers can shift costs from the NHS to social 
security by sending elderly hospitalized patients to private 
nursing homes. And, consultants can shift costs back on to the 
patient by keeping long waiting lists thereby increasing demand 
for their private services. As in France and Canada, neither the 
patient nor the physician in Britain bear the costs of the decisions 
they make; it is the taxpayer who pays the bill. 

Three recent strategies, all of them inadequate, have attempted 
to deal with this problem (Maynard 1986b). The first came 
promptly with the arrival of the Thatcher government. After 
cautious attempts to denationalize the NHS by promoting a shift 
toward NHI and privatization, the Conservative government 
backed off when they realized that such an approach would not 
merely provoke strong political opposition but also increase 
public expenditure and, therefore, conflict with their budgetary 
objectives (McLachlan and Maynard 1982). Instead, the strategy 
was narrowed in favor of encouraging competition and market 
incentives in limited areas. To begin with, the government 
allowed a slight increase of private beds in NHS hospitals. In 
addition, it introduced tax incentives to encourage the purchase 
of private health insurance and the growth of charitable 
contributions. Also the government encouraged local authorities 
to raise money through the sale of surplus property and to 
contract out to the private sector such services as laundry, 
cleaning, and catering. 

The second response was the Griffiths Report, which resulted 
in yet another reorganization in the long history of administra- 
tive reform within the NHS. Mr Griffiths, the former director 
of a large British department store chain, introduced the concept 
of a general manager at the department (DHSS), regional, 
district, and unit levels. This individual is now presumably 
responsible for the efficient use of the budget of each level of 
the NHS. The problem, however, is that the tri-partite structure 
of the system remains unchanged; and the general managers 
have very little information about least-cost strategies (across 
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the tripartite structure) for generating improvements in health 
status. 

The third and most recent response to the problem of 
improving efficiency has been to reduce the drug bill. Since 
April 1985 the government has limited the list of reimbursable 
drugs and reduced the pharmaceutical industry’s rate of return. 
These measures will help contain the costs of the only open- 
ended budget within the NHS. But there is no evidence that 
they will have any impact on the efficiency of health care 
expenditures. 

The more innovative efficiency-improving ideas have been 
developed by Enthoven and Maynard. They concern the 
promotion of “internal markets” and HMOs within the existing 
system of entitlements provided under the NHS. The essence of 
these ideas is to create financial incentives for each district to 
provide its residents with the best medical care possible, even if 
it has to purchase services outside of its boundaries. The aim is 
to maximize the benefits of health service expenditures, as 
measured by some measure of health status, e.g. quality- 
adjusted life years (QALYs); or to minimize the costs of 
sustaining a given level of QALYs. It sounds entirely theoretical 
but cost-effectiveness studies can produce empirical results. 
Recent findings indicate that the cost of a QALY of hemodialysis 
in a hospital is fourteen times that of a coronary artery by-pass 
graft and more than fifteen times that of a hip replacement 
(Torrance 1984; Williams 1985). 

Short of allocating the entire NHS budget so as to maximize 
QALYs, there are a number of efficiency-improving measures 
that could be taken in the short run. For example, to avoid long 
queues for elective surgery in some regions and excess capacity 
in others, incentives could be devised to reward those regions 
receiving what the British call “cross-boundary flows.” Or to 
persuade GPs to prescribe economically, a system could be 
devised to allow GPs to share in the savings. Beyond these 
examples of internal markets, Enthoven and Maynard have 
proposed variations of an HMO Plan for the NHS. 
| In Enthoven’s plan, which he considers a form of “market 
| socialism,” a district continues to receive a RAWP-based per 
| capita revenue and capital allocation and remain responsible for 

providing health services to its resident population (Enthoven 
1985). In contrast to the present system, however, it receives 
additional compensation for services provided to residents from 
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other districts and it controls referrals to providers outside its 
district. In short, the district controls all budgets within the tri- 
partite structure and purchases health services from the most 
cost-effective sources outside its borders. In effect, it operates as 
an HMO. Consultants and GPs enter into a variety of 
contractual arrangements with district authorities and district 
authorities are free to enroll consumers near the borders of a 
neighboring district. 

In Maynard’s plan the GP functions as a client budget holder 
(Maynard 1985). All Britons receive a voucher from the NHS 
which entitles them to sign up with a GP of their choice. The 
voucher generates a per capita payment to the GP in return for 
the provision of comprehensive health care for a year, after 
which the patient can choose another GP. The GP is responsible 
not merely for providing primary care but also for purchasing 
hospital services from public or private hospitals. 

Both plans would provoke rapid reorganization of the health 
sector in Britain. The Enthoven plan would shift power to 
district managers — far more than they now exercise following 
the Griffiths reforms. The Maynard plan would shift power to 
GPs who would need to hire managers to assist with HMO 
formation. Needless to say, the details of these plans require a 
great deal more study. But even at such a level of generality, 
what is most interesting is the extent to which they resemble 
new ideas in France and Canada. 


HMOs and universal entitlement: the promise and potent- 
ial pitfalls 


Ideas about introducing HMOs and elements of market com- 
petition into national health systems with universal entitlement 
hold promise because they point to the possibilities of combin- 
ing some of the best features in the United States, Canada, and 
western Europe. The French plan for RSCs, the Canadian 
proposal for publicly financed competition, and the ideas about 
internal markets and HMOs in Britain focus on combining the 
supply-side efficiency embodied in a well-managed HMO with 
the financial security of a universal NHI system. To the extent 
that such ideas can be made to work in practice, they would 
probably provide more realistic models for the United States 
than the present structure of health care financing and organiza- 
tion in either France, Canada, or Britain. 
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But are these new ideas for health policy feasible in either the 
United States or France, in Canada or Britain? It would be naive 
to conclude without adding some cautionary observations. 

The proposals we have examined rest on two important 
assumptions: first, that competition between health care organ- 
izations will increase efficiency in the allocation of resources; and 
second, that health care providers can be motivated to change 
their behavior in response to financial incentives. The first 
assumption fails to circumvent a fundamental characteristic of 
health care markets — “informational assymmetry.” The pre- 
vailing uncertainty about the effectiveness of various forms of 
medical care and the inability of consumers to assess quality 
makes them likely to turn to physicians for advice. Economists 
have shown that in markets characterized by agent—principal 
relationships in which buyers and sellers are unequally informed, 
competition does not necessarily lead to efficiency (Arrow 
1963). In traditional, fee-for-service medicine, financed by third- 
party payers, physicians are likely to err on the side of over- 
utilization. In HMO-type settings, due to prepayment, financial 
incentives are reversed and there is a risk of under-utilization. 
HMOs may increase competition between providers more than 
traditional indemnity coverage, but given the special character- 
istics of the health sector, it is impossible to draw inferences on 
the basis of economic theory about the impact of increased 
competition on welfare (Weisbrod 1983). 

The second assumption fails to acknowledge that health care 
providers do not behave like profit-maximizing firms. Only a 
small fraction of hospitals in France, Canada, Britain as well as 
the United States, are proprietary institutions. In the main, they 
are public and non-profit organizations with powerful missions 
and community allegiances. As for physicians, although much 
of their behavior, particularly in France, Canada, and the United 
States, has an entrepreneurial character, they are, nevertheless, 
members of a highly reputed profession and have consequently 
internalized a powerful set of values and norms. The extent to 
which financial incentives will influence the behavior of health 
care providers is bounded by the psychological, cultural, and 
institutional context within which they work (Brown 1981). 

If, in deference to realism, we relax these two assumptions, it 
is important to note that the combination of HMOs and uni- 
versal entitlement betrays a number of potential pitfalls. 

First, efforts to promote competition between RSCs in 
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France, the three payment modalities in Canada, and districts or 
GP client budget holders in Britain, may result in competition 
over attributes other than price and quality. The theory of 
monopolistic competition suggests that a system of competing 
health care organizations would lead to product differentiation. 
Competition may well be focussed on features other than 
delivering medical care, for example, amenities, marketing, and 
advertising. Also, there is a risk of collusion between competing 
health care organizations, which may result in_ providers 
demanding government regulation to maintain their market 
share. 

Second, efforts to promote competition create incentives for 
providers to engage in risk selection. This would result in health 
risks or expected medical care costs being distributed unevenly 
among RSCs, payment modalities, or client budget holders. Of 
course, in elaborating the operational details of all these 
proposals, attempts would be made to identify the health risks of 
all beneficiaries based on criteria such as age, sex, residence, and 
perhaps even health status and certain socio-demographic 
characteristics. Nevertheless, even if health care organizations 
are compensated for beneficiaries with higher health risks, 
whatever system of risk rating is used, studies based on the 
experience of Medicare’s competing medical plans (CMPs) 
suggest that the possibilities for risk selection are abundant 
(Eggers 1980). 

Third, efforts to change physician behavior by confronting 
them with new financial incentives are likely to place physicians 
in the uncomfortable position of choosing between their ethical 
obligation to do the most for their patients, their natural 
inclination to pursue their own interests and organizational 
constraints, which encourage them to contain costs. Such a 
position is bound to erode doctor-patient relationships with no 
assurance of efficiency improvements in the allocation of health 
resources. 

Fourth, all of the above potential pitfalls suggest that the new 
ideas for health policy, which we have examined, would create 
extraordinary possibilities for “gaming the system.” For 
example, to skim healthy young patients and keep away frail 
elderly patients, a French RSC or the Canadian payment 
modality based in community health centers might decide to 
invest in exceptional amenities for a new birthing center and 
“under-service” geriatric cases. Or in Britain, GP client budget 
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holders might make referrals with few limitations for young 
healthy patients but drastically restrict them for elderly people. 
Suppose the GP makes too few referrals and lowers the drug bill 
too much in order to appropriate a larger share of the savings. 
Would there be sanctions? Who would monitor the system? 

That there are possibilities for gaming the system has led 
Alain Enthoven (1986) to recognize that consumers could not 
negotiate effectively on their own. They would need “sponsors” 
to “manage the demand side (and) to make the market achieve 
desirable results.” But this fact should not detract from the 
promise held by the idea of combining HMOs and universal 
entitlement. It merely exposes the illusion that competing 
HMOs could somehow operate as an alternative to strong 
government regulation. Clearly in a system of competing 
HMOs under NHI or within an NHS, sponsors would demand 
vigilant government regulation. 

The kinds of government rules and regulations under which 
any of the above proposals would most likely have to operate 
include the following: 


1 Periodic open enrollment; 

Standard benefit packages with minimum specified bene- 

fits; 

3 Standardized information disclosure by all competing 
health care organizations of data on utilization trends, per 
capita costs (including premiums and_ out-of-pocket 
expenses), hospital mortality and patient characteristics 
(including health status); 

4 Spot checks on the veracity of the disclosed information; 

5 Monitoring of quality. 


bo 


How would such a system of “regulated” or “managed” 
competition compare with existing forms of more centralized 
regulation and budget control in France, Canada, and Britain? 
Would it succeed in producing efficiency improvements, greater 
continuity of medical care, and more flexibility in decision- 
making procedures? The evidence, at this point, is too frag- 
mentary to serve as any reliable guide for policy. Nor is it ever 
likely to persuade analysts who are predisposed to accept the 
competition/regulation dichotomy in health policy.° But the 
curious mélange of competition and regulation implied by these 
ideas for health policy in France, Canada, and Britain, do 
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suggest one conclusive proposition. Whatever reforms are 
pursued in the health sector, there will always be a number of 
underlying tensions — between the patient’s desire to take extra 
precautions and mobilize a maximum amount of attention, 
irrespective of costs, and a collective desire to contain costs; 
between a clinician’s inclination to err on the side of overprovi- 
sion, at the margin, and an HMO’s or a government’s rationale 
for making decisions on the basis of statistical averages; and 
between an HMO’s or a government’s persistent attempts to 
measure medical care activities and performance and _ the 
formidable difficulties of perceiving and measuring results. 
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Notes 


1 An often cited empirical basis for this presumption is a study by J. 
Newhouse, C. Phelps and W. Schwartz, “Policy options and the impact 
of national health insurance,” New England Journal of Medicine (1974) 
290, 24: 1345-58. 

2 See e.g. Andreopoulos (1975) and the more recent work of Robert 
Evans (1985). 

3 Estimates of the uninsured range from 15 per cent to 20 per cent of 
the population. In 1984 the Current Population Survey estimated that 35.1 
million people, 17.1 per cent of the population under 65, were without 
insurance. The percentage increases if one broadens the definition to 
include the underinsured and otherwise medically disadvantaged. See 
M.B. Sulvetta and K. Swartz (1986) The Uninsured and Uncompensated 
Care: A Chartbook, Washington, DC: National Health Policy Forum, 
George Washington University, June. 

4 The literature in health economics is abundant with examples of 
efficiency-improving changes in patterns of health care organization. 
For classic statements on this theme, see Fuchs (1975) and Enthoven 
(1978). For examples in France, Giraud and Launois (1985); in Canada, 
Evans and Robinson (1980); in Britain, Abel-Smith (1976) and Maynard 
(1986b). 

5 Daniel Fox (1986) traces the evolution of this pattern — what he 
calls “hierarchical regionalism” — in an historical study of health policy 
developments in Britain and the United States. 
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6 The misleading nature of this dichotomy has been well analyzed by 
Luft (1985) and Schramm (1986), among others. 
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